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VETERANS’ ADMINISTRATION ORGANIZATION AND 
FUNCTIONS 


WEDNESDAY, FEBRUARY 4, 1953 


House or RepresENTATIVES, 
COMMITTEE ON VETERANS AFFAIRS, 
Washington, pC. 

Lhe committee met, pursuant to ¢ all, at 10 a. m., in room 356, Old 
House Office Building, Hon. Edith Nourse Rogers, chairman, 
presiding. 

The CHairnmMan. Please come to order. 

As we discussed the plan the other day, we agreed that we wanted 
to have General Gray come before us and tell us of the organization 
of the Veterans’ Administration and some of its functions. Admiral 
Boone, the Chief Medical Director, is going to testify also. 

I think every member here and everyone in the country is extremely 
interested in the Veterans’ Administration hospital service today. 

The general does not have as much money to operate it as he would 
like to have. 

General Gray, we are delighted to have you with us today and we 
ire very eager to hear your testimony. 

As I understand it, you would like to present your case first, before 
iy questions. Is that what you would like, General Gray ? 


STATEMENTS OF GEN. CARL R. GRAY, JR., ADMINISTRATOR OF 
VETERANS’ AFFAIRS; ADMIRAL JOEL T. BOONE, CHIEF MEDICAL 
DIRECTOR, DEPARTMENT OF MEDICINE AND SURGERY, VET- 
ERANS’ ADMINISTRATION; AND MILTON C. FORSTER, CHIEF, 
RESEARCH DIVISION, VETERANS’ ADMINISTRATION 


General Gray. Madam Chairman, I desire to follow the pleasure of 
the committee and the chairman. It would appeal to me, though, 
since there are a number of new members of your committee, to be 
permitted to make a short recital of something of the historical back- 
ground and of the size and scope of the activities of the Veterans’ 
Administration as now constituted. In this way I may inadvertently 
answer a number of questions that would otherwise be propounded. 

If that suits your pleasure, I would be glad to proceed on that basis. 

The Cuarrman. I think it would be well, as vou say, to have such a 
presentation for the benefit of the new members of the committee; 
and I would like to have my memory refreshed on just what is going 
on. 

Have you any charts, General ? 
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General Gray. I have. I will bring them forward in a moment, 
if I may, but I would like to make a few preliminary statements 
before I bring the charts forward. 

Phe Cuamman. Won't you be seated ? 

(jeneral Gray. I would rather stand. I told one member of the 
ommittee that I could think better on my feet than on my seat, and 
he said that was the reason he wanted me to sit down. 

Phe Cuarmman. Perhaps you should stand then. Some members 
of the committee may have become interested in certain plans that 


exist for curtailing some of the functions of your administration, and 


e want vou to be ready with all the fight you have. 
( eral (7RAY. Well. I nave nevel he mai 4 illed rauittel vet. 


(o)ne of the things that 1s startling to a great many people ; the 


mbel of people who have put on then nitorms to protect our way 


I fein our 177 years of existence. Pwel ty-nine million people have 
erved in the Armed Forces of the United States, from the Revolution 
through the Korean period, counting the active Armed Forces today, 
pear il Oo the Korean wat 
\\ lost 965.000 by death in service, and there are today ( December 
1952) living veterans in the number of 19,763,000. We likewise 


have 440.637 widows of veterans and 305,982 dlepe ndent children on 
Is. Disabled on our rolls amount to 2,460,546. Those disabled 
less than 10 percent number 1,420,000. 


I'¢ 


I ould vO through, al ad I will be glad to fi rnish the committee, the 


vidual statistics on each of our wars, but as an illu tration, th 
participants in the war for independence were, to my great amaze- 
ent, 595.01 
We lost 4.000 dead on the field of battle. The last living veteran 
ied in 1869, at the age of 109, and the la t dependent died i L906 at 


the age of 92. 

Phe next thing that ny history memory told me, was that the Wan 
of 1812 was a small naval engagement. I was absolutely flabbe 
ted when I found out that we had 536,000 Americans that partic 


ipated in the Armed Forces during that war. Deaths were 2,000. Thi 


last veteran died n 1905, at the age of 105, and the last dependent aid 
not die until L946. 

Che thing that makes it possible for me to indicate to you the size 
in iagnitude of this beneficial program which the Government has 


provided is the fact that except for those two wars, we are paying, 
still, for all the other wars. From the Mexican War of 1846, 107 vears 
ago, we have no living veterans, although 130,000 participated, and 


we lost 13,000 dead on the field of batt le, 10 percent. The last veteran 
died in 1929, but we still have 14 widows and 1 dependent child of a 
veteran of the Mexican War of 107 years ago on our rolls. 

Now, as I say, we have, and I will be glad to furnish, delighted to 
furnish, statistics of that nature for all of these wars. 

It has been, from the beginning of time, the case that governments 
and leaders of governments have taken care, as it were, of their veter- 
ans through hospitalization and pensions. And that is basic, from 
the standpoint of all governments in all lands and in all times. 

The American people, with their known generosity, have extended 
benefits to their veterans and their dependents far in excess of what 
any other country has done. 
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But I try to think of this vast beneficial program, that has to be 
run by departments as a business, and it must be run like a business 
in order to make it render the service that is desired. 

And so I think maybe I can give you some conception of the size of 
the veterans’ program when I say this: If you had started spending 
$30 an hour at the moment Christ was born, and had spent $30 an hour 
for every one of the hours from then until now. vou would still have 
1952 years, at the same rate, of $30 an hour spending, to spend 
a billion dollars. And yet we spend $5 billion each year. We spend 
it In many ways. And | would like to indicate to you how we spend 
It. 

Our expenditures of appropriated funds for the fiscal year of 1952 
were $4,857,000.000, and the cash payments for benefits, pensions, and 
so forth totaled $3,845,785,000, which is 79.2 percent of the total— 
cash payments to or in behalf of veterans or their dependents. 

Services rendered, such as hospitalization, outpatient medical care, 
domiciliary care, counseling of veterans going to schools, and so forth, 
services in kind, to the veterans will take another $663.845.000, which 

13.7 percent of the total. 

The capital improvements, additions, and betterments to the exist 
ing structures, the construction of new hospitals, or something for the 
rendition of service which was not there before, will take another 
$113,435,000, or 2.3 percent of the total. The operating costs and 
the payroll necessary to operate the facilities—what is known in com 
mon business terms as the oper atin or itio—is 4.8 percent; or, to draw 
it in another way, only 4.8 cents of each of your appropriated dollars 
is an expense of administration. 

I think you will be interested in the size of each of the following 
seven operations. During the fiscal year 1952—I will cover this a little 
bit more somewhat later, and Admiral Boone will cover it in more 
dletail—we hospitalized 595,573 patients, with 35,658,227 days of care 
at.a cost of S487.000,000, 

From the guardianship standpoint, there are 312.898 wards, the 
Veterans’ Administration being responsible for supervision of the 
handling of their estates, which are valued at 356 millions of dollars. 
And the 356 millions of dollars of their estates is entirely from money 
cviven them under the terms of the law of the United States. 

( ompensation and pensions: In November 1952, there were 3,513,- 
307 beneficiaries, and the *y were paid $193,979,000, 

rt ance: We have three insurance companies. We have World 
War I, World War II, and now the so-called Korean or indemnity 
celadaehh program. QOne of the great sadness that I found when I 
came here was that we wrote 22,000,000 policies in World War II, 
totaling over 158 billions of dollars in lability. Today there are 
about 7,000 000 only of those policies in force, and that means that some 
15,000,000 policies were allowed to lapse when the veteran became a 
veteran and left the active service. But with the two, World War I 
and World War II insurance, we have in effect as of the end of No- 
vember, 7,386,731 policies of both types, with a value of $49,623, 
435.000. 

The loan-guaranty program: It is perfectly delightful to me to be 
able to report, to you people who have provided the opportunity 
for this, how marvelously the veteran has responded from the stand- 





































RANS' ADMINISTRATION ORGANIZATION AND FUNCTIONS 





int of s olver cy and integrity in meeting his obligations. <A total 


of 3,110,475 loans of all types have been guaranteed through the end of 
November with principal value of $19,033,672,000 in value, and less 


tha I perce) t of those loans have been defaulted. The integrity of 
tii veteral as rar a his financial obligations are concerned 1s 


outstanding. 

Here is another program that you have provided that I am par 
ticular ly positive of the beneficial results from: 8.391.058 trainees in 
the yocational training and education program bave been given their 
training at a cost of $1514 billion. I have a breakdown, which I am 

re will intrigue you, as to what thev studied and in what manner 

ey have trained, and how many were studying and finishing their 
courses In engineering, and ministry, and education, and all of that. 
It has been my pleasure to say, in many, many places throughout 
these United States, that, by virtue of this training program and the 
manner in which these youngsters took advantage of it, this genera- 
on of! World Wa [I veterans Is going to be the best educated and 
best trained and best equipped veneration of Americans yet born to 
urr’y forward the economy of this Nation. 

When I walked into this job, 5 years ago, | was given two sheets 
of paper. One of them contained the authorization to build 76 
hosp tals The second one contained the authority to build, and direec- 
tion to build, fourteen additional hospit: als, 9 additions equivalent in 
size to a new hospital, and 6 major conversions from one type to 

nother, TB to NP or G. M. and S. to one of the others. 

Congress had given contractual authority, which had to be, of course, 
subsequently secured 1 the form of ap propriations, ot slightly over 
a billion dollars, for the construction of those new hospita als. Two 
years later there was reduced from that program by Executive order 
16,000 beds, which eliminated 24 hospitals entirely and reduced the 
size of 14 others. And, carrying on that additions and betterments 
program which I indicated a moment ago in connection with the 
general disposition of the budget, we have as of December 31, com- 
pleted 46 of those hospitals at a cost of $873,400,000, and have under 


hospitals, the cost ot which will be $181.- 


t 
t 


construction 15 additional 
HMI OO) to complete. 

Phe hospital program contemplates the final construction and oper- 
ation of 174 hospitals. While the exact number of authorized or 
constructed beds in those hospitals Is subject to modification, as it 
stands today it is about 131,000 beds. There will be modifications of 
that by virtue of our continuing to make space surveys and to take 
and allocate some of the Space 1h oul old hospitals in order to bring 
them up to the type and character of facilities that are necessary for 
us to carry out our medical program. So that in round figures, we 
might sav, as a general average, that you have authorized and di- 
rected us to operate ap prox mately 131,000 hospit al beds. 

During October, we had a total of 104,124 patients in hospitals, and 
those included veterans in VA as well as those in contract hospitals. 
Inthe VA alone, there were 98,081. 

Breaking down the type of patient cared for, the G. M. and S. was 
38.000 out of that 104.000: the tubercular was 14.000, and the neuro- 
psychiatric was 52,000. 

Mr. Kearney. General, can you break that down to service-con- 
nected and nonservice-connected 7 














VETERANS’ ADMINISTRATION ORGANIZATION AND FUNCTIONS 5 


General Gray. I am sorry. I haven’t those figures, but I will be 
glad to furnish them. The Admiral, here, says he will be glad to 
furnish them when he appears at a later hearing. 

Here is my program: Your goal is 174 hospitals. The present 
operating status is 157 at the end of December 1952. Scheduled 1 
addition are 24, five of which are not yet under construction, making a 
total of 181. There will be closed, 7, which will make 174 hospitals 
that will be the program that we now have under way. 

The thing that is possibly as interesting to me as anything else, 
and I believe will be to you, is the question of the fact that the cost 
of these hospitals, either per square or per cubic foot, has been a 
little less, or better, on the average, than the general cost of commercial 
hospitals of like character. 

We have studied and analyzed the size of the different types of 
hospitals. We have, as a policy, adopted a program that funda 
mentally the hospitals should be located in accordance with the veteran 
population. And the type of beds in those hospitals should be in 
accordance with our medical load. 

Therefore, we have made certain changes in our hospital] construc- 
tion plans, to avoid having too many G. M. and S. beds, in accordance 
with our medical load. We are building 14 standard, as we call them, 
G. M. and 8. hospitals. But in order to bring the proper number of 
TB and NP beds up to our medical load, those of you who have been 
around some of our new 500-bed standard hospitals have found that 
we have used the top one and sometimes two floors for heuropsyc ‘hi- 
atric-type hospitalization and one or two for tubercular isolation 
wards, 

If I remember correctly, and I think I do, our G. M. and 8. load is 
33 percent, under our present planned construction, which is subject 
to constant change. The total number of beds in the construction pro- 
gram will provide for 39 percent G. M. and S. beds. Our TB load is 
15 percent. Our TB bed program is 14 percent. And our neuro- 
psychiatric load is 52 percent, and 47 percent of the beds. So that we 
plan, between now and the completion time of our hos pitals, to reduce 
the G. M. and S. ratio by 6 percent and to increase the TB ratio by 
1 percent and the neuropsychiatric ratio by 5 percent, at which time 
we will then have our percentage of types of beds in accord: ance with 
our medical load. 

I could go on here for hours and give you additional facts and 
figures concerning various and sundry operations of the Veterans’ 
Administration; but, Madam Chairman, I have used what is com- 
monly known in my business life as pie charts. And I believe that 
it is far more readily brought to memory and to realization of size 
when we used colored charts and indicate facts by pictures rather 
than by mere recitals of figures or statements. And, with your per 
mission, I would like to have this chart set up here, and I am hopeful 
that you can see it. If not, we will try to explain it to you. 

The CuarrmMan. Please do, General Gray. 

I was wondering if the committee would not like to have perhaps a 
separate pamphlet of your testimony and Admiral Boone’s, before we 
get the questions and answers, so that the members of the committee 
may have it for study, because it will take a little time to have the 
question-and-answer part corrected and sent to the printers. 
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Would the committee like to have that done! I will have that done 
without objection. Then we will have in one unit the informational 
part. 

W) h ho objection, it is sO ordered. The charts to which General 
i refers will be reproduced at the end of the hearing. 

(;eneral Gray. I am sorry you good folks back there can't see this. 

In this chart [Armed Forces and living veterans] we have illus 
trated, by size and height and color. the difference between the num- 
ber of soldiers, sailors, or armed-service personnel who served in the 


different wars, and the number of veterans now living in civil life. 
= large figure, of course, represents the participants and veterans 

World War LI: ~ those of World War I; and this, those of 
P.. They indicate, from a comparative standpoint as to height, 
1oW many parti cipated oO! igins lly, and how many veterans there now 
ire, from the particular conflict. It is just illustrative of the number 
of peop le we serve. 

This chart [hospitals] shows the location of our hospitals; the 174 
hos pitals whic h we shal | operate are shown geographically as to the 
exact location of them. 4 

This map | regional offices] shows the location of our regional offices, 

nd this one | distri ‘t offices | our insurance or district offices. You will 


remember that there were 13 of those, and they have been reduced to 
the 5 you see there. There is an opportunity for the reduction of one 
more, to a total of 


This [all installations] is a graphic illustration of the location of 
each and all of our various activities. The hospitals and offices shown 
you before are reproduced on there; and in addition to that are the 


o-called VA contact offices. 

Here is a chart | personnel] which shows the personnel employed 
by the Veterans’ Administration from its peak load, in February 1947 
through December 1952, the red line at the top being the total employ- 
ment; the bottom line here being all employment, other than medical ; 
and the middle line is medical employment. As the new hospitals have 
come in and have been staffed the employment in the medical service 
has increased gradually. At the same time, employment in all other 
services has been declining, but at a greater rate. The effect of this 
has been to reduce total employment from 219,000 to 162,000 on De- 
cember 31, 1952 

Phe CrarMan. General Gray, will you vield just for a moment ¢ 

Without objection, I would like to ask that the charts be inserted 
as a part of your remarks. 

Is there objection ? 

Without any objecti on, it will be so ordered. They will be inserted 
in the testimony. 

General Gray. Madam Chairman, I have previously used charts of 
the same nature, but these are brought up to date. On other occasions 
they were photostated and made a part of the record. Would you like 
to have these in the records of your committee 7 

The CuatrrMan. Yes; I think we would like to do that. 

General Gray. There is only one difficulty, and that is that they lose 
some of their force by not being colored. I simply want to invite 
vour attention to that. UT would like not to have these charts remain in 
your files; but, for the purpose of, shall we say, photostating and of 
making a record of them. I will be delighted to do that. 








ee 
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The Cratrman. Thank you, General. 

General Gray. Here isa chart | Personnel | which shows employment 
in each of the nonmedical programs. Each of these lines indicates 
one of those six businesses that I indicated to you made up the Vet 
eran’s Administration. 

Now, we commence to get into the color peers | Full-Time VA Em 
ployees on Duty]. You can read it over there better than I can. 

Mr. Forster. This chart reflectss the wether of full-time employees 
on duty by type of f installation as of December 31. 

The Cnatrman. Can you speak a little louder so that those in the 
rear can hear you, please ¢ 

Mr. Forster. The top bar represents employees at our hospitals. 

Slightly over 50 percent of all full-time employees are located at hos 
pitals 

About 18 percent ot the emp lovees are located at region: al offices. At 
centers, about 14 percent of the emp loyees are located. The sp lit in 
this bar reflects employment in the domicili: iy activities, hospital 
activities, and region: il office activities, at the centers. 

About 7 percent, or 10,600 employees are located in central office. 
There are about 8,000 employees, or about 5 percent located at the 
district offices. The last two bars reflect the employment at the dom 
cillaries and the supply depots. 

Mr. Crerec.a. In that upper bar, does that represent medical staff 
too / 

General Gray. Yes, sir, all employees in hospitals and in medical 
work. 

Now, there is the pie chart that I spoke of [How the Appropriated 
Dollar is Spent, Fiscal Year 1953], and that bi io red three-quarters is 
the cash benefits under pensions and allowances and so forth, which I 
think you may not have sensed before, where 75 percent of your dollar 
woes, 

Now. we have gotten this broken down into these other segments. 

Will you read those, please ¢ 

Mr. Forsver. Administrative cost. fiscal year 1953, estimated, 4.8 
percent: medical, hospital, and domiciliary care, 16.4 percent; con 
struction costs, 3.4 percent. 

General Gray. Those construction costs are, as indicated before, 
additions and betterments, or an increase in the capital structure of 
the facilities that we have. 

This [VA Program Obligations From Appropriated Funds, 1947 
1953 | is turning the appropriations around and putting it in a column 
instead of a pie. This [$7.892,000,000] is where we were in 1947 as to 
costs, and the breakdown by colors being the different programs; 
this [$4,074,000,000] is the appropriation for 1953, the one we are in 
now. 

Mr. Kearney. How does that compare with 19477 I cannot see 
that very well. 

Mr. Forster. In 1947, obligations from appropri: _ funds totaled 
$7.392.000.000. In 1953. obligation > are estimated at $4.074,000.000, 
excluding supplemental] requests. 

Mr. Secrest. Are those handmade charts, or printed charts / 

General Gray. They are handmade charts. 
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Phis [ Expenditures From Appropriated Funds, 1923-52] is another 
llustration of the breakdown of the appropriate dollars as to type 
of expenditure, the red being the cash benefits. 

| differentiate, good friends, the cash benefits from “in kind” bene- 
ts by the fact that the latter generally comprises a service to veterans. 
But this 1s cash. And ve make out a voucher a) | the Treasury 
Departme nt sends a check. 

Phe CHarrman. General, May I interrupt you 
Would it be possible for you to ha 


just a minute? 
ve these photostated for us, instead 
f having it done here at the Capitol / 
General Gray. You want me to photostat and furnish those ‘ 
The Cuatrman. Yes: so that each member may have a copy 
(reneral Gray. We « .and we Ilb very happ) to. 
Phe CHairman. Thank you very much. 
Mr. Creretta. What are the other colors on that? The red are the 


sy 
disbursements 


Mr. Forsrer. The next segment reflects the services rendered; the 


oree] s the construction costs, and the top segment 1s the administra 
ve costs or o erhead. I] s chart presents a lyre ikdown of expendi- 


ire for each year from fiscal year 1923 through fiscal] year 1952. 


You will note here a light dotted line at the 95 percent point. It 
permits a comparison of proportion expended for administrative 
sts in each of the years. 

Mr. Creretta. What does that pinkish color mean ¢ 

Mr. Forsrrer. That is services rendered, sir. 

General Gray. Including medical out-patient care, hospitalization, 
domiciliary care, counseling of veterans. and so forth. 

This | Federal budget expenditures, fiscal year LOB5 53 | presents 
Federal budget expenditures and shows the amount as well as the 
percentage of the total w hic h was expended by the Veterans’ Adminis- 
tration. 

Mr. Marruews. What color represents that, please, sir? The red? 

General Gray. The red is the Veterans’ Administration. 

lam half Comanche Indian, and I like any color just so it is red. 

Mr. Forsrer. From 1925 through 1940 the percentages for the Vet- 
erans’ Administration are as follows: 1925, 16 percent: in 1930, 17 
percent; in 1935, 9 percent ; in 1940, 6 percent ; in 1945.2 percent; 1946, 
¢ percent; 1947, 18 percent: 1948, 19; 1949, 17; and 1952, 8 percent; 
nd then, in 1953. 6 percent. 

he Cnamrman. General Gray, I notice in this morning’s paper 
that the Budget Director has ordered (rovernment agencies to fill no 
vacancies which occur, with certain exceptions. 

Now, do you know whether your Medical service will be excepted 
or not? I know you are very short of doctors and nurses. 

General Gray. I will find a way to have the necessary people, Madam 
Chairman, to take care of the veteran. 

This | veterans in education and training, Public Law 346] is Pub- 
lic Law 346, or the V. R. and E. program, and the breakdown by colors 
is by type of training. 

Mr. Forster. The lower red sector is job training. The next is 
institutional on-the-farm training. The next seoment is below-college- 
level training, and the top segment is college-level training. 
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The last bar on the right represents the training load as of the end 
of December. The lower sector is Public Law 346 training. This 
top portion represents those in training under Public Law 550. 

Mr. Secrest. That indicates that the biggest group, then, all the 
way through, has been college training ¢ 

Mr. Forster. Largely; yes, sir. 

General Gray. And they have been broken down, and I thought J 
had the data, but I haven't. unfortunately, by the type of training 
they have taken, like law and engineering and architecture and edu 
cation, and all of the various forms of training. 

Mr. Secrest. I think it is phenomenal! that, of all the training pro 
grams, a majority would be college training. You would not think 
that. 

General Gray. Well, the age of these veterans at the time they 
entered the Armed Forces indicated that nian interrupted their col 
lege training or had just finished high school, and they therefore took 
advantage of this opportunity for college training. It interrupted 
their college training, or it was after high school, and this program 
permitted them to go on with their college education. 

This [Disabled Veterans in Training, Public Laws 16 and 894] 
-hows the number of disabled veterans in training under Public Laws 
16 and 894 and what type of training the veteran took, with the same 
coloring covering the same forms of training as indicated on the pre- 
vious chart. 





This | Status of Loan Guaranty Applications, November 25, 1952] 


is not a Rube Goldberg cartoon. Read off those facts, will you, 


please ¢ 

Mr. Forsrer. This segment represents the total number of appli- 
cations received for guaranteed or insured loans (3,371,000). The 
next sector is the number of loan applications approved (3,184,000). 
This seoment is the number which were withdrawn before final action 
or denied (169,000). And the broad base here is the number of loans 
closed, which, as of November 25, totaled 3.110.000 loans which had 
been guaranteed under the program. 

Now, as of the same date, 431.800 loans had been repaid in full. 

General Gray. I would like to emphasize that, if I may, please. I 
indicated the capacity of these boys and girls to fulfill their financial 
obligations. But one of the surprising and delightful things to me 
is the percentage of them that have paid up their loans in full before 
the loan is due. 

The CHamrMan. A great tribute to their integrity. 

General Gray. No question about it, Mrs. Rogers, 

There is no question about it. One of the greatest tributes to the 
youth of America that I can find is contained on that chart. 

Mr. Provury. What percentage of those loans are in arrears, 
General 7 

General Gray. About 114 percent are in default. This is on all 
typesof loans. The default ratio on home loans is less than this. 

Mr. Proury. Just in arrears to a moderate degree, perhaps ? 

General Gray. Well, infinitesimal. I haven't the exact figures at 
the tip of my tongue, but it is infinitesimal. 

He says he has it there. 
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Mr. Forsrer. This seement represents the number of loans which 


ire in effect and which are in default. That totals 40.295 as of No- 
vember 25. 
Mr. Tracur. That is a cumulative? 
Mr. Forsrrer. No; that isas of that time. Now. also as of that date, j 
rere had been only 26.328 loans which had vone bad and on which | 
claims had been paid and the loans closed out, That is this seg- | 
ment here. | 


Mr. Secrest. What percentage does that run? About three-tenths 
of 1 percent closed-out loans ? 

General Gray. About eight tenths of 1 percent; as to home loans 
t is less than six-tenths of 1 percent. 

Mr. Secrest. That is phenomenal. 

General Gray. Now, there is another angle, gentlemen, that you 
will get great happiness and pleasure from knowing, and that is that 
there really is little or no expense to the (,overnment by virtue of 
this program. When we take over the property, we sell it and reim- 
burse the Government after we have satisfied the mortgage. So that, 
from the sts indpoint of property management on this small number 

f loans, we are coming out on practically an even scale, and it is cost 
ng us relatively little or no money, in round figures. 

The direct loan program provided the Administrator with millions 
of dollars for the purpose of making direct loans when the veteran 
couldn’t get a 4-percent —_ and we have declared certain areas eli- 

ble, mostly rural, where 4-percent money is not available, and we 
have made direct loans under that program. This [Status of Direct 
loan Program] is the status of the program; and, if you will read 
those figures off, they will understand the significance of it. 

Mr. Forsrer. Through the end of December, 51,000 loan applica- 
tions had been received by VA. Of those, 26,500 had been approved 
and fully disbursed: 17.000 had been rejected or withdrawn by the 
veteran: 771 were awaiting review: and 6.700 were under review as 
»f December 31. 

In addition to that. there were 26.000 veterans on the waiting list 
to file applications with VA. 

Now. through December 31, there had been available for lending 

38 million. The red sector, $176 million, had 

Mr. Kearney. Question there, please. Why were a majority of 


those loans rejected ? Overappraisal 4 

General Gray. There are sundry and miscellaneous reasons, Con- 
eressman Kearney, but, generally speaking, it was mostly because of 
their wanting to buy something that was in excess of the valuation, or 


the price was in excess of the valuation, that it was justifiable to make 
:loanon. In other words, it just was not a good loan. 

Mr. Kearney. Well, this is just a question for information. Could 
t be possib le, ina 200d many of those cases, that the appr aiser himself 
might have re: mata that the property was not worth as much as the 
buyer reasoned it was worth to him? 

General Gray. I don’t think there is any doubt that what in some 
instances that is true. You and I have both bought something now 
and then that was priced in excess of its real value. 

Mr. Kearney. Yes; but to us it was probably worth that much. The 
eason I say that, General: Several letters that I have received bring 
up that exact subject. The veteran feels that to him the property is 
worth it. 


eee 
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General Gray. Well, we feel it our dutv to advise. and not be a 
party to something that will put the veteran in a financial situation 
that is not capable of being that, or not in keeping with proper busi 
ness procedures and valuations. 

Mr. Secrest. Madam Chairman, I think you will find that a good 
number of those were cases where a veteran could get a loan at a 
higher rate of interest but wanted to just pay 4 percent. This is in 
tended to help the veteran who cannot get the loan. I know of several 
Cases whe re they ap Pp lied and |} 1hé vc p le nty ot money and credit to go 
and get a loan at the bank, but they were rejected on the 4 percent. | 
know of cases where more than half of it was rental property; and, 
of course, that ruled them out. 

Mr. Apatr. Mr. Secrest has touched upon a point, General, upon 
which I wonder if you would care to comment. There have been some 
discussions and speculations concerning the matter of interest rates 
on guaranteed and direct loans. Do vou care to comment on those 
speculations / 

General GRAY. Well. I was asked to comment for YZ hours before the 
Senate Banking and Currency Committee last week. 

Mr. ADATR. We i. we do not have copies of the record in those hear 
in igs here be ‘fore us. 

General Gray. But my position was and is that * Congress, when 
they set forth this program, definitely indicated a 4-percent rate of 
interest. Various and sundry miscellaneous a ol this, that, and 
the other thing—have come up, and the question of inability to get 
4 percent money in rural districts, where it is just not available, caused 
Congress to repeat and reiterate their thought on the 4-percent inter- 
est when they gave us a couple of hundred million dollars for direct 
loans. But the program incident to this loan guaranty has been a 
constantly increasing volume. And up until December of last year 
and December is not a good month climatically for home building and 
what not—there was a steady and constant increase in the number of 
loans guaranteed, with a volume running up to 35,000 loans a month. 

Mr. Apatr. The average is about 30, I understand. 

General Gray. That is right: which indicated to the Administrator 
that the program and the plan were functioning and that loans could 
he vivel and homes could be secured, ] th nk. also, on the basis of 
what I indicated a moment ago, from the fact that some 3 million 
loans have been cuaranteed, that there is a point of saturation and 
that the demand and the number to be done is diminishi gv. And to 
that end and extent we are doing a business of an average of 30,000 a 
month: and it would seem to me that the program was functioning; 
and it was my realization, at least to myself, that I was representing 
the vetaran: and, if I could get him money at 4 percent or secure 
4-percent money for him, I had no justification for raising it to 444 

114. 

Mr. Aparr. Then, as of this date, I understand your position to be 
that the interest rate should not be increased. 

General Gray. I have not increased it. 

Mr. Apatr. As to either type of loan. 

General Gray. That is correct. 

Mr. Apatr. Now, then, just one further question in that connectio 
if IT may, Madam Chairman. 
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The Cuamman. Yes. I think the committee would be glad to have 
this developed. 

Mr. ADAIR. There are instances and I suspect each of us here 

is had inquiries upon the subject—where veterans write to us and 
sav. “We simply cannot get loans, because of the interest rate. 

In your opinion and experience, do you think those are isolated 
cases and not a general rule ? 

General Gray. I do. 

Mr. Aparr. Thank you, sir. 

The CuatrmMan. Of course, it should be our committee that acts 
upon the interest rates rather than the Banking and Currency 
Committee. 

General Gray. Well, I was just simply being a little facetious in 
saving I was before the Senate Committee on Banking and Currency 
for 2 hours incident to this interest rate. 

The CHAIRMAN. I know you feel, as we do, that it belongs to this 
ommiuttee. 

General Gray. I understand that, as far as the House is concerned. 
I wa t indicating that I had been talking about this interest rate 
with the last week before another committee ot the Congress of the 
United States. 

The Cuamman. A good many committees would like to take away 
( I prerogatives. 

General Gray. Well, i am doubtful if you will permit that. 

Phe CuarMan,. We will try hard not to. 

Mir. Aparr. Madam Chairman, I apologize for taking this time, 

but, while we are upon this discussion of the direct loan program, I 
vould like to ask this: General, is it your opinion that you have 
lequate funds on hand to carry that program forward ¢ 

General Gray. I have right now, within statutory limitations, but 
t is anticipated that I will need some more. And, since it is a revolv- 
ing fund, it will become more or less a static sort of thing. 

Mr. Aparr. In other words, you do not feel that there is a sufficient 
capital amount provided to maintain it as a revolving fund ! 

General Gray. That is right. 

Mr. Aparr. Are you able to give us any suggestion as to the amount 
that you feel would be necessary to add to that fund? 

General Gray. I will come to that a little later, if I may. 

Mr. HAacen. Madam Chairman? 

The CuatrMan. The gentleman from California. 

Mr. Hacen. General, I read in the papers where this move toward 
converting Government borrowing into longer term securities is going 
to increase the value of the commodity of money and increase interest 
rates, and so forth. Do you think that will have any impact upon this 
direct-loan program ? 

General Gray. Well, that has been discussed by us with the Treas- 
ury Department and the Federal Reserve Board. We are waiting to 
see what the results will be. , 

It is those factors that the Administrator has got to take into con 
sideration in making his decision as to whether he will, under the 
authority granted him, increase the value of the interest rate to see 
that the program is carried forward. 

Mr. Secrest. Did I understand you, General, to say that you had 
sufficient funds to take care of those direct loans? 
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General Gray. I have now, but I feel that I shall need a few more 
millions in order to round out a capital structure that will permit, 
under the basis of the revolving fund, no delay in making direct loans. 

Mr. Secrest. At the Cincinnati office, the word that I have had o1 
the last few cases I have written about on direct loans is that there are 
no funds available. 

General Gray. That is the thing that I am talking about. . The 
funds have not been completely allocated proportionately in the van 
lous areas, and it takes a little more money to do that. And that is 
what I am working on right now. 

Mr. Secrest. I know that there are loans down there waiting, with 
out a cent of money. 

General GRAY. Well, it all depends on whether it has been declared 
to be an area in which there is no 4-percent money available. 

Mr. SECREST. Some areas have plenty ot money, and other areas 
have none: is that right? 

General Gray. That is the thing that I am correcting now. 

Mr. Secrest. Oh, where you have a surplus, you are putting it into 
places where there is none? 

General Gray. That is right. 

The CuarmMan. Incidentally, we have a bill before us that would 
prov ide an authorization of $25 million for a fund. 

Mr. Secrest. I certainly want to see the program carried out. But 
he has explained it to me now that some areas have plenty of money 
and others are out. Where they have too much, they are putting it 
over to where they do not have enough. 

General Gray. Weare shifting the funds, but to make out a balanced 
amount on the volume of business we are doing now, we will need a 
few more dollars for the revolving fund. 

Mr. Tracur. General. do you believe that organizations with money 
to invest have to any extent boycotted the veterans program 11 il 
attempt to raise the interest rate / 

General Gray. No; I do not. 

Mr. Secrest. That would be in local cases, I think. 

Mr. TreaGcue. In local cases / Is that true / 

General Gray. I know that there are isolated cases where lending 
agencies do not like 4 percent money. But it is isolated, and in my 
humble opinion, it is not necessary or desirable to have that taker 
nto the whole consideration. 

Mr. Tracur. From the number of loans being made each month, 
you are confident there is available money in sufficient amount to 
generally care for the veterans’ program / 

General Gray. I do. I do not see any justification yet—and I use 
that word “vet” advisedly—as indicated by my statement to you that 
if the general rate of interest goes up it may be necessary to change 
my mind, but up to this moment there hasn’t been anything presented 
to me that. justifies me in causing the average of 30,000 veterans who 
are securing loans to pay another half percent just by my direction. 

Mr. Crerentia. May I ask a question, Madam Chairman / 

The CHatrmMan. Yes. The gentleman from Connecticut, Mr. 
Cretella. 
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\I CRETELLA. How do vo illocate these funds geographically / 


General Gray. On the basis of the funds available. applications, 


| the volume of business anticipated. 

Mr. Crererta. Then why should there be a delay at this moment‘ 
General Gray. There was a mistake made. That is all, sir. 

Mr. Creretta. How about the State of Ohio being without funds, 


nd some other State being with a su plus? 
General Gray. Just a mistake 
Mr. Creretta. What has been done to rectify the mistake 4 
General Gray. I have told you we are transferring the funds from 
hose place to other plac es \ here they are necessary. 
Mr. Creretta. Have there been transfers made to the State of 
Ohio? 
Gveneral Gray. I wouldn’t answer that question, hecause I don’t 
now exactly. I will find out factually and olve you the answer. 
Mr. Crerecita. I am not from Ohio, and not too interested, but I 
ould like to know 
Mr. Tracur. General, when you get the money, you make an alloca- 
on, and when it is not used you transfer it to areas where it will be 
used ¢ 
General Gray. That is right. And in this instance, apparently we 
vere not close enoug! on t he 1ob to realize they were out, and that 
they had asu plus somewhere else. 
[ will find out why, within 30 minutes after I get back to the office. 
Mr. Ayres. General, how long does it normally take to rectify the 
nistake ¢ 
General Gray. Those kind of mistakes? Not very long. 
Mr. Ayres. What is meant by the words “not very long’? 
General Gray. Well, I would say 48 hours. 
Mr. Ayres. Then, Mr. Secrest and myself, being from Ohio, can 
expect that within 48 hours there will be some action ? 
General Gray. Yes, sir 
Mr. Secrest. I can see where you could give $20 million or $100 
llion and say, “Use this for direct loans,” and on the basis of what 
ey think they will do they have to allocate that out to the regional 
ffices. And I can see where in some places they would not use it and 
other places they would soak it all up in 24 hours. 
The explanation IS Sat isfactory to me, and especially the fact that it 
vill be all cleared up within 48 hours. 
General Gray. Now, this [Insurance Policies in Force] reflects 
indicating | that unfortunate loss of the 15 million insurance policies 
n effect when the men left the service, and this is the number of 
insurance poli ies now in force (7,400,000). That very graphically 


shows that loss of 15 million policies when the men and women left 


the service, 
Mr. Secrest. There has not been a substantial loss since 1946, 
though, has there ? 

General Gray. That is correct. And, of course, they are mostly 
taking advantage of the conversion. Every soldier has his gripe, and 
I have got mine. I was offered insurance in 1917. I took the full 
$10,000. When conversion was offered me, in the twenties, I took that. 
(long came World War II, and I was denied the right of having 
nsurance under World War II. That is my gripe, and I holler about 
t every chance I get. 


tw 
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Mr. ForsvI R, ‘| his Liv ng Veterans ol Compe sation and Pension 
Rolls| shows from 1935 through December 31, 1952, the number of 


veterans receiving compensation or pension. The upper segment here 
s World War II veterans (1.672.000 on December 31 ). This is World 
War I (615,000 on December 31), this is other wars and regular estab- 
lishment (138,000 on December 31). and this Korean veterans 


36.000 on December 31). 

General Gray. Korean veterans is the little slit up here in the corner. 

This | Dependents of Deceased Veterans on ( sompensation and Pet 
Sion Rolls | Is the same ple ture for dependents ot deceased veteral 
with the coloring indicat ing the type of dependent. 

Mr. Forster. The lower section, here, in red, is the number of 
widows on the compensation pension rolls (440,000 as of December 31 

General Gray. Those 18 Mexican War veterans are in that. 

Mr. lorsv1 r. The middle section shows the number of children that 
are receiving benefit payments (306,000 as of December 31), and the 
top segment is the number of parents (317,000 on December 31). 

General Gray. These | VA Wards and Value of Their Estates, 1947 
52] are the number of wards (313,000 on December 31, 1952), and the 
value of their estates ($356 million on June 30, 1952), as shown by 
this line here. 

Mr. Apatr. General Gray, that is only the estate that they have 
accumulated by Veterans’ Administration payments / 

General Gray. From payments by the Government. 

Mr. Apair. And it does not take into account any independent funds 
they might have / 

General Gray. Not at all. The Administrator is only responsible 
for supervision of the handling of their estate which they have re- 
ceived from payments by the United States Government, and this takes 
no consideration of any other propert\ they may have. 

Mr. Secrest. You do not actually have that money 1n custody, do 
you’ If there is a guardian appointed for the veteran by the court, 
you say what the money can be used for, where it may be invested ‘ 

General Gray. I act through VA attorneys, and the supervision of 
the handling of their estates 1s cone by those auttormmeys acting for me. 

This chart |Out-Patient Medical Activity, Fiscal Year 1952] shows 
the out patient medical ietiv ity. Will you explain the coloring ¢ 

Mr. Forster. During fiscal year 52, veterans made 4,760,000 visits 
for out-patient medical eare. Over 50 percent of that care was 
handled by staff; the balance on a fee basis, including the home-town 
care. 

(bout 70 percent of those visits were concerned with medical treat 
ment and care, slightly less than 20 percent for examinations for com 
pensation or pension purposes, about 5 percent for examination in 
connection with applications for hospital or domiciliary care, and 
these smaller bars reflect visits for insurance examinations and by 
disabled veterans in training ul det Publhe Law 16 who needed med 
ical care. 

General Gray. This is the program, Madam Chairman—correct 
me if I am wrong, Admiral—that was rather sadly interfered with 
by virtue of reductions in our appropriations for the current fiscal] 
year: $9 million of interference with this program. 

* The Carman. You have asked for a supplementary appropria 
tion, have you not ¢ 
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General Gray. I appear tomorrow in connection with that. But 
that does not correct this situation. 

Mr. EDMONDSON. Madam Chairman / 

The Cuatrman. Mr. Edmondson. 

Mr. Epmonpson. Is there any attempt or organized effort on the 
part of the VA to increase the out-patient service and to send some of 
your patients fi the hospitals home for out patient care ¢ 

General Gray. Yes, ver) definitely. 

Mr. EpMonpbson. On a large scale / 

General Gray. Yes, sir, very definitely. And were we given the 
mioney that we asked fo1 . fol this pul pose, if would have been extended 
even further. 

Mr. Epmonpson. Do you feel that that would reduce the overall 
expense of care of the veterans, 11 vou could increase your out-patient 
department / 

General Gray. Very definitely and very positively. 

You recoonize, of course ‘ that it is only a service connected case that 

be I andled In) this manner. 

Mr. EpMonpson. I understand that. 

General Gray. This | Dental Examinations, Treatments, and Apph 
itions Pending, 1946-52] is the out-patient dental program. There 
July 1947) was our peak pending load (548,000 applications), and 
ve were carrying it along; and here is the result of the cut in ap- 
propriations. 

Mr. Anarr. Madam Chairman, at that point, may | interrupt again 

The Cuamman. The gentleman from Indiana. 

General Gray. We will take these questions down and supply the 
nformation. 

Admiral Boonr. I will explain that later. I think that will be 
elpful. 

During calendar year 1952, 42 percent of the dental examinations 
were completed on a fee basis and 58 percent by VA staff. Eighty 
two percent of the treatment cases were handled on a fee basis and 
IS percent by the VA staff. 

General Gray. This (operating costs in VA hospitals, fiscal year 
1952) is a little different type of a diagram, that I think illustrates 
the situation in a little different manner and may be more impressive 
to you. 

Will you explain the colors? 

Mr. Forsrer. During the fiscal vear 1952 operating costs of our 
VA hospitals totaled S487 million. That provided 39.6 million (lays 
ot patient care. Now, of that total, S292 million was expended at 
G. M. and S. hospitals, and provided 15 million days of patient care. 
One hundred and fifty million dollars was the cost at our NP hos- 
pitals, in providing 17.8 million days of patient care. 

Our TB hospitals cost $45 million, and there was provided 2.8 mil- 
lion adays of patient care. 

Our G. M. and S. hospital costs are around $19 per patient-day. 
Mr. Apatr. There has been some concern about the dental program 

of the veterans, I believe. 

General Gray. This is it right here, what I am showing you. 

Mr. Apatr. Now, am I correct in understanding that if a man is 
hospitalized, he then gets complete dental care, whether or not there 
Is a service connection ¢ 


/ 


VETERANS’ ADMINISTRATION ORGANIZATION AND FUNCTIONS 17 


General Gray. Well, you ask the admiral that when he comes on. 

Mr. Apair. I will be delighted to do that. I will reserve that for 
nim. 

General Gray. This I bring forward now, myself, to simply show 
that what was a tremendous load was properly taken care of. And 
then, by virtue of the reduction in our appropriation, the backlog 
incident thereto has gone up here about 100 percent. 

Mr. Secrest. In other words, your pending applications more that 
doubled in the last year, because you have not had money to take 
care of them / 

General Gray. That is right, sir. 

Mr. Bonin. General Gray, what proportion of that is staff, and 
what is fee? 

General Gray. The admiral can answer that. I can’t offhand. 

What proportion of that is staff, and what is fee, of the dental work / 

Admiral Boone. lL can’t tell vou that neht off, but I will vet th 
answer for vou. I don’t know the percentage right off. 

Mr. Forster. That is per patient-day cost. The same cost at TI 
hospitals, is slightly over $16. And the per patient-day cost at NI 
hospitals is slightly over $8. 

Mr. Secrest. It runs, average, around $11, if you divided those 


> 
» 
> 


two / 


General Gray. $15.66, the admiral says. 

Mr. Secrest. That includes room, board, X-rays, medical care, 
nursing, everything ? 

General Gray. Yes, sir, everything is included. 

Mr. M ACK. How do those costs compare W ith the operation ot pri- 
vate hospitals ? 

General Gray. They are less. 

Admiral Boonr. Infinitely less. 

Mr. Mack. What is the average cost in private hospitals ¢ 

General Gray. I think I have that here on my cards, and I will 
look it up and give it to you in a second. 

Mr. Secrest. Nursing and hospital rooms are about half of any- 
thing in my section. 

Admiral Boone. In a place like Atlanta, it is around $24, without 
the private physicians’ fees, In Washington some time back, the 
minimum charge in the George \\ ashineton Hospital was around 
$11 to $12 without anything. 

Mr. Epmonpson. In that connection, are you excluding from yout 
cost figure the cost of the plant and of the maintenance and deprecia- 
tion on your plant, when you give that patient cost 

Admiral Boone. Not depreciation. 

General Gray. No depreciation. The maintenance and upkeep 
is an operating expense, and included, but the depreciation, or charge- 
off, is not. 

Mr. Epmonpson. Well, are you excluding that from both your pri 
vate and your veterans’ hospital costs? 

General Gray. That is correct. I thought I had—but I only have 
this, from a construction standpoint: 400 private hospitals, construe- 
tion cost, were $19 per square foot: 11 VA hospitals cost $18.92 
per square foot. Up to April the 15, private hospitals cost $22 per 
square foot. After that, 12 private hospitals cost. $23.22 per square 
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foot. Two VA hospitals were awarded at $25.25 a square Toot. That 
s construction costs 
I thought ] possibly had the cost per day, but I do not have that 


ard with me. That will be d — by Admiral Boone when he 


ppears at a subsequent meet) f the committee. 
Now, this is just a table of statistics (Veterans’ Administration Hos 
tals). I think it is easier to understand them that way, than this 


The CuarrMan. It is easier to read it. 


ay | indicating statistical tabulation ]. 


General Gray. Well, it is easier to understand, Madam Chairman. 
I ean think of nothing further that I would like to place before 
Vou, Madam Chairman. I would hke to reelnphasize, again, if I 
(iy, that to operate six businesses doing a voli ie of business of 
SD billion a year for four and elght tenths cent is. to} L\ Wa ot think 


ng, a very economical operation. 

The ¢ HAIRM AN. Itisa very great ac hievement. 

General Gray. Well, I can't say that. 

The CuarrmMan. I say it. 

General Gray. But IT am not, shall J say, embarrassed or ashamed 
of those figures. And when we realize that out of the approximately 
$5 billion, about 95 cents on the dollar goes to the man and woman 
that vou asked that it be Viven to, I think we are fulfill ne the thing 
. these 


ny 


that you had in mind when you passed these laws concerning 
benefits. 

| ae : th all 4 ly. a 

Che other thing that I want to say, with all sincerity. is that we are 


; i he 
rendering service. And [ have been in each one of these 157 hOspl 


tals, and every room in them, and I have talked to many thousands 
f patients in those hospitals, both during the time that they were 1n 

hospital and after the time they came out, and I have been exposed 

to the medical profe ssion for some time, and I know and I Say to 
you very positively that we are giving the finest medical care in the 
world in our pom ils. We have some of the outstanding men and 


yvomen in the medical profession serving faithfully, with great, shall 
I say, sacrifice. We have two special committees, the Adminisira 
tor’s Special Advisory and Consulting Committee, which comprise 
the most outstanding specialists in the world, and they come to us at 
great sacrifice and serve four times a year, and all during the period 
of time. And I think poss! ! ly one of the most delightful things that 
I can say apowl that committee’s membe rship is that one of the most 
excellent of them is a Dr. Francis aie hy, who was the Dean of the 
Medical School of the Uni versity of Kansas y And last year that 
fine gentleman was elected chancellor of that unive rsity. And he 
usked me as a personal favor t P lease not allow him or cause hii to 
leave that committee and its del berations and its help to us by virtue 
of his change from being a dean of a medical sehool te . being the 
chancelor of a university. 

Then, the chief medical director has a board of consultants that 
covers all phases of the medical profession and medical care of pa 
tients, with the outstanding specialists of the country serving us and 
our veterans. And our participation with and making of our hos- 
pitals in conjunction with and affiliation with these fine medical 
schools has brought the finest medical care in the world to our patients, 
and at the same time we have improved the teaching of medicine and 
brought forth a bette doctoi fo. the entire human race 11 1 America, 


ee 


wana, 
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Phe CHAIRMAN, | am sure you will kee pit that way and not have 
t absorbed by any other ce partment. You probably do not feel yo 
an Say anything on that, of course. 


General Gray. I am talking about ow program. And our pro 
gram and affiliation with the medical schools and tea¢ ‘hing hospitals 
and the utilization of this outstar ding group of er ialists to me Is 

one of the finest th noes that we have wu hieved i 1e Voki: ans’ Ad 


ninistration. 
Mr. Kearney. General, I would like to make this observation. First 
I want to thank you for your talk to the committee this morning and 


for these charts, which explain visually better than any arguments 


that you or anybody else may present. And I am asking that the 
trans cript ot this t alk be prepared s » that it can be inserted in the 
( ‘oneressional Record not only fol the benefit of the new Members of 
Congress but also for the benefit of the older Members of Congress. 

Now, I will say this: I do not care what organization you or ny 
body else heads. | have never seen a pe rfect organization Wn the 
world. We are bound to have gripes. We are pound to have col 
plaints. And I think it is the duty of this committee when those 
gripes or complaints come, to take them up with the various ndi 
viduals who have charge ot that part cular section that those ‘om 
plaints arise from, with members of your staff. 

But I want to say that I have been a member of this committee 
going on 11 years, and I have seen administrators come and go. And 
on the whole, I want to testify publicly that I think the Veterans’ 
Administration, for the veterans of this country, is doing a splendid 
job. I realize, as I have said before, and Congressman Teague will 
hear me out in this, that certainly we run against cases where an 
individual member of a certaln organization may VO Wrong. He for- 
vets the duty of his particular office. But I have been in practically 
every veterans’ hospital in the country, and a short time ago I visited 
one hospital thisisa little beside the point and some of the patients 

riped about the food. Well, I think we set a pretty vood table, but 
the food there was a little better than we have. 

[ think that the duty of this committee is that of constructive criti 
cism and not simply to gain the headlines in attacking the Veterans’ 
\dministration as a whole because one individual case happens to hay 
gone wrong. 

Mr. Ayres. Will the gentleman yield? 

Along that same line, Mr. Kearney—and I would like to associate 
myself with his statement, General Gray—I would like, if you feel 
free to comment on it, to have your comments on the statement that 
Was issued about a year ago by the national commander of one of the 
veterans’ organizations to the effect that in his judgment you should 
be replaced. Was that based on one of these isolated situations that 
Mr. Kearney spoke of? Or would you rather comment in that private 
ly. rather than on the record here 

General Gray. Well, I don’t care to comment on that at all. 

Mr. Ayres. Well, are you saying, in your reply to the question, 
General, that there was no foundation to the claim ? 

General Gray. I am not saying anything. I didn’t say anything 
then, and I’m not saying anything now. 

Mr. Secrest. I would say the General is here, and the commander 
is gone, 
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Mr. Tracur. May I ask one question / 
General, about the time you took over as Administrator, actually it 
} inned, as | remember it, to replace all those hospitals ot the 
type that is at Temple, Tex. The Army built it and spread over a 
arge acreage and then turned it over to the Veterans’ Administration. 
[s there a radical division between the cost of operating one of those 

hospital like you have at Houston, Tex. ? 

Greneral Gray. There is. Congressman Teague, from this stand 


oint. Those are brick veneer wooden hospitals, and therefore the 

pkeep and maintenance of them 1s great. 

Mr. Teacur. They are spread over a large area. - 
(reneral Gray. And, secondly, from an operating standpoint, pure 


d simple, by virtue of their being spread over 40 acres, with one 


o-story buildings, with the number of miles of corridors and 4 

e fact that they have gol to be kept clean, and so 01 there is a greater ; 
rating expense. And it is not the correct kind of a hospital to 5 
ive. Ultimately, if continued operation is authorized, a replace ‘ 


roy icdded. 


t will be } 
Mr. Tracur. Because I remember we were told that within possibly i 
vears the difference in cost would pay for a new hospital. 

General Gray. Yes. By the same token, you will remember, and 

I do, that in 1917 the Munitions Building was considered a temporary 

building. 

Mr. Treacur. But that is being considered, and should be considered, 4 
the future of our veterans’ hospitalization program ¢ i 
General Gray. The answer, I think, in whole, to your question, is 

that it isthe planned future program of the Veterans’ Administration H 

that all of our hospitals shall be modern, and that they shall be of this ; 

type | gesturing vertically], instead of this type | gesturing horizon- 
tally | 

Mr. Krarney. May I ask a question, General? This is probably a 
very pel sonal question, and it might put you on the spot to answel it. 
sO Fovern VOUPrse lf u« cordingly. 

There has been a rumor, in the city of Washington, that it is con- 
emplated to assimilate the Veterans’ Administration in the FSA. 
Would you care to comment on that ? 

General Gray. I do not. 

I have presented to you vood friends here today what the Veterans’ 
\dministration is and how it is functioning and in what manner it is 

A 


functioning and what it is costing and who it is taking care of and the 
manner in which they are being taken care of. 
Mr. Kearney. I will say to you. General, that I will comment on it 
later. ° 
General Gray. That is your prerogative, SIr’. 
Mr. Frevinecuuysen. Madam Chairman ? 
Phe Cuarrman. Mr. Frelinghuysen from New Jersey. 
Mr. Frevincuvysen. I was just wondering, Madam Chairman, 
whether the General would want to comment to soi ie extent on this 
reorganization plan or the reorganization plans that have been pro- 
posed over a couple of years, and a copy of which all members of the 
committee have received. I think in addition to the valuable review 
of how the VA is set up and how much money it spends, and where 
it spends it. it might be of value to get his ideas as to the present status 
of reorganization plans, whether he feels there is any need for legis- 
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ition, whether he would recommend the transter of any functions out 
of the Veterans’ Administration. Or is that not a topic which the 
gentleman would care to comment on? 

The Cuairman. May I make the su 


ggestion that we hear Admiral 
Boone before we 2o 1nto that ¢/ Be 


cause I think that will take a long 
time. And it is My Opinion, General Gray, Liat the great majority 
of the membership of the House would fight very bitterly any plat 
to take away the functions of the Veterans’ Administration fre 
Veterans’ Administration. 

General GRAY. Well. ] will make this stateme Le Madam Chairman. 
I ecause I never said a} ything once that I wouldn’t Say agaln, unless 
I was proved to be wrong, and then I will try to correct the facts 
quickly. 

The present assenil ly of all administ: ito) 


from the 


ih connection with vet 
erans’ affairs, as ultimately formulated from thi gathering of several 
agencies together, and if I remember corr ctly, was a result of a report 
rendered and commonly known a the Dawe s report, has had my 
blessing, and my statement to evel'y audience that I spoke to that it | 


. i 
my behef that the administration of veterans’ affairs should come 


under one agency and be in round figures what it is now. 
And your committee here in the House is a veterans’ 
all questions incident to veterans’ affairs are handled by this commnittee 
The CHarrMan,. And that is what the public wants. Iam very sure 
of that, from correspondence I receive from the veterans. , 
General Gray. But I couldn't vo back on what I have said publicly 
and constantly for 5 years unless I had in the meantime had it proved 
tome that it was wrong. And I haven't. 


cohimiittee, and 


The CuarrMan. You would rather endeavor to strengthen it and 
have it made a department, rather than have it taken away from its 
present. status / 

General Gray. It appears to me, on the basis of my experience, 
that the administration of veterans and laws relating to veterans 
belongs in one administration, period. 

Mr. Krarney. Does that not answer my question, then, General ? 

General Gray. I don’t know what you are talking about, Pat. 

Mr. Kearney. Well, I will say that your mind this morning, in 
answer to questions, is subtle, to Say the least. 

The CuarkmMan. I would like to say to the gentleman from New 
Jersey that I will be very glad to call a meeting at a later date to 
discuss any suggestions that the ¢ reneral may have as to reorganization 
of the Department and the whole plan. Will that be satisfactory ‘ 

General Gray. The Veterans’ Administration, may I say, for the 
past 5 years, has undergone internally many changes, and we are try 
ing to improve constantly, and I weigh all matters on the basis of 
rendering greater service at the same cost, or equal service at less 
cost. 

| might add one more thing, that I think has a very distinct and 
definite bearing on this whole question, and shows you, at least, some 
of the difference between normal business and this business. 

I have been a businessman, and I have worked 42 years. A great 
deal of that time has been spent in the railroad business. And in the 
railroad business. we lived under prohibitive laws. We could do 
anything that wasn’t prohibited by law. And railroad and warehouse 
commissions have been set up intrastate, and the Interstate Conmmerce 
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Commission has been set up to handle matters interstate, and in the 
past. when | wanted to do something. I would say to my genera] 
sohcitor, “Am I prohibited by law from doing such and such a thing?” 
\nd if I were advised by him that I was not prohibited, then | 
vould weigh service to the customer and cost to the shareholder and 
ome to a conclusion and act in accordance with my best judgment. 
I come down here, and I find that I am not in that condition, but J 
im 180 degrees different from that. I am living under a set of per- 
law . md | can’t do anythin wr exce pt th: if which is specifically 
pecified in the law that I may do. So] say to my general solicitor 
yw. “Am I permitted by law to do such and such a thing?” 
And he says, ** Yes.” And I w eloh service to the veteran and cost 
e taxpayel I have the same two people, but I am looking at if 
ibsolutely different standpoint, 180 degrees different. 
o there are a lot of things that the Veterans’ Administration has 
been criticized for, with all candor, and the Administrator personally, 
when he is not permitted by law to do it, because it is not authorized 
vy law that it be done. 
Mr. Ayres. General Gray, based on vour statement, is it safe for us 
: me that your positio mn would be that it is not necessary to spend 
$650,000 for the Booz, Allen & Hamilton survey / 
General Gray No: I wouldn’t say that, Mr. Congressman. We 


ive experts, and we are studying constantly and trying to improve 


{aiiv. Mavbe we are so close to the trees we can't see the forest, or so 
lose to the forest we can’t see the trees. And it is beneficial to find 
ut what other people think about things. You don’t have to accept 


them, but it clarifies and sometimes solidifies your opinion rather 
finitely when other people say things as to how, or why, or this, 
that, or the other thing, about how you are doing business. 

Mr. Ayres. Do you think you W ill be able to make any constructive 
hanges because of their report ¢ 
Ge} ss GRAY. They have made many suggestions, and we have al- 
acy ut some of them into effect. And may it also be said that 
“y here out that we were cong to do certain things, and they are 
ecommended in their report. 

The CuatrMan. General Gray, I think I have had several hundred 

approvals of the President’s statement in his inaugural address 
that he would see that the veterans were taken care of. 

General Gray. Well, I couldn’t expect any other position to be 
taken by that man. 

The Cuatrman. No; they have been his boys, and I feel very sure 

t he will want to see that they are taken care of in the best Way 
ind not pushed into the background by civilians. 

General Gray. May I indicate again, for emphasis, that I said at 
the opening of my statement to you good people that this question 
oft hospit: liz: ation and pe nsions he id been from time imme morial a re- 
sponsibility of government. And they recognized it and have carried 
it out. 

The CHarrmMan. And the President knows that these veterans are 
his boys and his girls, people who have fought for him. He made a 
very fine statement, General Gray, and it seems to me you have done 
a very remarkable piece of work, with the ups and downs that have 
taken place, and w 7 the cuts in appropriations. I congratulate you. 

General Gray. I appreciate that very much indeed, Mrs. Rogers. 
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[ will say this: that we are all trying like blank. We can’t put any 
more emphasis into our statement than that. 

The CHarrMan. You are certainly diligent, too, General Gray. 

General Gray. Well, I have a very fine crowd of very hard working, 
earnest people, surrounding me. _ ; 

Mr. Apatr. Madam Chairman, you have indicated that we might 
have a chance at some later date to explore these proposed 
reorganizations, 

The CHatrman. We discussed that the other day in the committee, 
as you gentlemen remember, but I thought it would be nice for us to 
have a preliminary statement, and perhaps particularly for the new 
members, and to hear General Gray and Admiral Boone, and then at 
a later date go into the proposals. I understand there is a Rocke 


feller Committee, according to the press, = has suggested the taking 


over of the Veterans’ Administration DY » Federal Se urity Admin 
istration. And I think the committee osha wish very much to hear 
Mr. Rockefeller. I would he very glad t Oo eall anyone before the 
committee that the committee wishes to hear. I think the committee 


knows that. 

Shall we hear Admiral Boone now ? 

General Gray. Thank you very much, Madam Chairman. 

The Cuamman. Thank you very much, General. 

I understand tomorrow morning you are appearing before the Ap 
propriations Committee and cannot return here. Is that correct ? 

General Gray. That is correct. 

The CHarrman. How about vou, Admiral Boone? Could you 
appear tomorrow ¢ 

Admiral Boonr. I am to appeal before the Appropriations Com- 
mittee also. 

The Cramman. Will you proceed, then, Admiral ¢ 

Mr. Creretta. Madam Chairman, before Admiral Boone starts 
speaking, may I be excused from further attendance to attend another 
meeting ? But I should ‘naag to go on record as being very much 
fascinated — intrigued by General Gray’s remarks. T am a new 
member of this committee. I ama veteran of World Warl. And I 
think there have been facts and figures presented that I had not known 
in the past, and I think a good m ny of the veterans themselves had 
not known them in the past. As a Congressman from Connecticut, I 
shall be hs appy to bring back to some of my constituents and the vet 
erans organizations some of the facts I have heard tod: ly. 

The CHatrMan. You are going to be a very fine member of the 
committee, too. 

How about this afternoon? Can the members come this afternoon 
to hear Admiral Boone ¢ 

Admiral Boonr. If I could do part of it now, I would appreciate 

, because I have a very important ap sola nt at 2: 30. 

ae Secrest. I checked with Mr. Halleck’s office, and I am told 
there will not be a single thing done around here the rest of this week 
or all of next week. It is the Lincoln Day addresses. So, why not 
put it off until after that time ?—because [ am going home, and many 
of the rest of us are. 

The Cuter Currk. Madam Chairman, you have the meeting on the 
10th of February, when you receive the American Legion commandet 
and the DAV and AMVET commanders. 
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Mr. Tracur. I think this is some of the most important testimony we 
could hear, and I think there should be a very comple te hearing. 

Mr. Secrest. I think, if you put it off until after the 15th of Feb 
! iry, we would not lose anything, and all of us could be here. 

(reneral Gray. I would think it well, Madam Chairman, if you 
would give us sufficient time to present the whole story. 

The CHarrmMan. Then you would rather have us postpone it. Yes; 
I think there is nothing as Mm sleading as incomplete information. 

Mr. Secrest. I know there will be very few people here next week. 

Phe Cuarman. How many members of the committee can be here 
on the 10th? [Show of hands. | 

May I suggest that we oo ahead with our meeting on the 10th and 
then ask later that the American Legion head appear before us, pro 
viding he isin Washington / | hate to put him off, Who is here from 
the American Legion 4 

Mr. Orson (Clarence H. Olson, assistant director, legislative di 
vision, American Legion). What was the question / 

The CHAIRMAN. The questo! is about the commander, whether he 
could come at some later date. I was told that the LOth was the only 
date he could come. 

Mr. Ouson. May I determine that today and inform you this after 
noon, Madam Chairman ? 

The CHAIRMAN. Yes. I believe the AMVETS and the Disabled 
\merican Veterans commander will be available on the 10th. 

Mr. Ouson. I think some of those gentlemen are here. But I will 
determine for the American Legion. 

The CHAIRMAN. We can get more members at another date. 

Mr. Kearney. Madam Chairman, my only objection to the 10th 
for hav ing the commanders present is that, as I saw the hands raised. 
there are only going to be five or six members of the conmittee here. 

The Carman. How does the American Legion representative fee] 
about it? 

Mr. Ontson. If we can arrange a date, I am sure our commander 
would prefer the largest attendance possible. 

The Cuarrman. Ithinkthatistrue. I just wanted to be sure he had 
a large attendance. 

Mr. Ouson. He would be glad to come at your call, and I am 
sure he will make a change in his program accordingly. 

The Caamrman. Would you let me know this afternoon / 

Mr. Otson. Definitely yes, Madam Chairman. 

Mr. Kearney. Speaking as an individual, I do not see the benefit 
to the entire committee of having a national commander of any vet- 
erans organization appear before the committee when there are only 
going to be 5 or 6 members of the committee present. 

Mr. 'Tracur. How many were there, actually ? 

Phe CuHairman. Let us put up our hands again. [Show of hands. ] 

The Curer Cierx. I counted 13, Madam Chairman. 

The Cuatrman. We can consult with the other commanders and see 
how they feel about it, and then we will be in a better position Lo 
decide. 

Mr. Hacen. There is a representative of the DAV here. 

Mr. Foster (Charles E. Foster, assistant director for legislation, 
DAV). Madam Chairman, our commander has arranged his itin- 
erary to be here on the 10th. However, we can try to be here at a 
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later date at the convenience of the Chair or the convenience of the 
committee. 

The Cuamman. Well, Mr. Foster, I would suggest that he try and 
arrange it; and, if he cannot, we will surely arrange to hear him on 
the 10th. 

Mr. Foster. I don’t believe I can get in touch with him until Sun- 
day. His itinerary at present has him in Honolulu attending to 
some business there in connection with the dedication of a monument 
which the DAV is elving to the Territory of Hawaii. And 1 won't 
be able to get hold of him until Sunday. 

The Cuarrman. I know they were very anxous to get their program 
before us, before the Congress, promptly. That is why the 10th was 
selected as a convenient time for everybody. How about the 18th? 

Mr. Frevincuuysen. Madam Chairman, the testimony of these in- 
dividuals will be available to the whole committee, and it seems to me 
that any who could not be present could arrange to read it. 

Mr. Kearney. It is true that the testimony will be available; but, 
as in the case of General Gray this morning, during the course of a 
national commander’s talk there are many questions asked by indi- 
vidual members of the Committee in order to enlarge upon some phase 
of his talk. That is why it was my thought that the full committee 
should be present. 

Mr. FreLiIncuHuysen. That seemed to me to be desirable. I was 
just suggesting. 

The Cc HAIRMAN. My thought was that we wanted to hear the com- 
manders as soon as possible because their counsel is going to be very 

valuable to us in this matter. 

Mr. Secrest. As a courtesy to the commanders, we should have the 
maximum attendance possible at that meeting. 

The Cuarrman. That is true. But they have a heavy schedule to 
meet, and it is not easy for them to ¢ ‘-hange their plans. 

Mr. Secrest. Of course, I am sure that when you hold hearings, 
on the so-called Hoover Commission report, and the reorganization 
in general, they will be here, because that is their major program : to 
hold this Veterans’ Administration together where they can have 
someone responsible for everybody. 

The CuarrMan. Sometimes the commanders cannot come but they 
are able to have their representatives here. 

Well, I think the best thing to do, of course, is to find out from the 


commanders when they can come. There is no one here from the 
AMVETS today ? 

Mr. Fosrer. I would be glad to get that information as soon as pos- 
sible, Mrs. Rogers, and advise you. 

Mr. WILson (Rufus H. Wilson, national service director, 
AMVETS). I will try to get our information when I get back to the 
office. I am sure we can arrange whatever the chairman wishes. 

The CHAtRMAN. You will be glad to come when more can be here? 

Mr. Witson. Just anytime the committee calls us. 

The CHamman. You cancome’ That is very nice. 

L am so anxious to have the commanders have a full hearing. On 
the other hand, I am awfully anxious to arrange it so that they can 
keep their other schedules. 

\dmiral Boone, can you make a brief statement ¢ 
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This, gentlemen, is Admiral Boone, who is the Chief Medical 
Director of the Veterans’ Administration and a Congressional Medal 
of Honor man. He has just been cited for his remarkable plan 
for the landing of a helicopter on a hospital ship. The Service has 
given him a marvelous citation. 

We are very grateful to you, also, Admiral Boone, for the fight you 
have made to hol l the high prestige of your medical service and make 
it the best in the world. 

Admiral Boonr. Thank you very much, Mrs. Rogers. 

I apologize for my vioce. I am one of these flu victims, with a 
temperature of 104 last week. and I am just coming out of the tent, 
as it were. 

The CuatrmMan. Won't you sit down, Admiral ? 

Admiral Boonr. That is all right. I may be like General Gray. 
I don’t know. 

If I m: Ly continue, if you wish me to, at some later date, with more 
detail, I hope that I will be in voice. 

But I do think it is timely to say a few words to this committee. 
This is the first honor that I have had to appear before the commitee 
since I have been in office, now rounding out 2 years at the end of 
thismonth. Then I will complete 2 years in this position. 

It is a position that I certainly never sought, didn’t want, and only 

response to service to country am I in it. I almost passed it up. 
When I was implored to take it, after completing 3614 years of a very 
strenuous naval career, I finally decided to accept. And, had I passed 

t up, I would have been deprived of the greatest privilege that could 
ever come to a person in my position in this or any other country, 
with the greatest wealth of opportunity to serve this country, with 
men that I have fought beside on the battlefields since 1915, in Haiti 
with the Marines; in France with the Army and M: vines: out in the 
Pacific with Admiral Halsey in the Air Force, the N vavy, the Marines, 
and the Army; and then in Korea in September and October of 1950. 

I merely mention this to indicate in passing that my heart is very 
much interested in this job. 

The CrarrmMan. Your mind is also. 

Admiral Boone. I can’t understand, and it is very sad to me to ob- 
serve, how the members of my own profession, a segment of them. 
are among the greatest critics of this program. I have discussed it 
with them in the open in the house of delegates in December, and a 
resolution brought in by the board of trustees special committee, which 
they said they knew would be harmful to this medical program, was 
cle fe: ated. 

I said: “No: it wouldn't have been harmful. It would have des- 
troyed the medical program.” And I feel the greatest loyalty I can 
demonstrate to my brother profession is to be very outspoken and 
frank in pointing out the error of their ways, those who would be 
actuated, in my mind, by other than the highest patriotic and unself- 
ish motives. 

To serve the veterans, who are the largest single segment of citi- 
zens in the country, through their medic al facilities, as I am permit - 
ted to, as I say, is the greatest privilege that can come to any physi- 
cian. It is the last public service, I know, that I shall ever render. I 
am now completing, this spring, 39 years in public office and 40 years 
in my profession, and I feel that I have a right to voice my opinions 
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and feelings in the council halls of my profession and point out where 
they are in error. 

This greatest of medical programs, and the largest in the world 

hospital programs, has been brought about by governmental and 
nongovernmental health forces working together as a team. It has 
been amazingly successful. In six short years it is a miracle that it 
has been so conceived, placed in operation, and executed so suecess- 
fully. It is inconceivable how any citizen, in our out of the health 
services, could take any action to destroy it or even to weaken it. 

You asked a question of General Gray as to whether he thinks this 
veterans’ organization should be one body, one group. I have no 
hesitancy in answering that question that it should be. 

I have had a relationship indirectly with the veterans, as I say, 
since the Haitian days of 1915, the year after I came into the service. 
I had a relationship with the old Veterans’ Bureau way back in the 
twenties, when I was liaison for the Secretary General of the Navy 
with the Veterans’ Bureau. Things were bad in those days, and I 
helped later, when I was in the White House, to get rid of the top 
official because of his inadequacies and other things. I never thought I 
would come, at any period of my life, particularly in the latter period 
of my life, to such a position. 

General Gray, in asking me to take this position, said if I would 
take the position I could take these as my instructions. He said: 
“You run the Department of Medicine and Surgery. You keep me 
informed and advised, as is proper, as the top of the organization. You 
bring to me the things which the law requires me to pass judgment 
upon which are beyond and above your responsibility and authority.’ 

Those three stipulations were laid down way back in January of 
1951. I assumed office the last day of February of 1951. Those three 
stipul: itions have never been modified one iota in those 2 years. 

I have had nothing but the finest support from the present Admin- 
istrator. And I think that you ladies and gentlemen have been privi- 
leged to hear from one of the most informed public servants that I 
know in government. I say that with 39 years of experience in dealing 
with public officials, from Presidents down. Not only is he possessed 
of the highest integrity and patriotism, but his heart is wrapped up 
in this veterans’ problem. He has never been as happy in his life as 
he is in facing up to this problem. I don’t say these things from any 
personal motive. I don’t care if he keeps me on or lets me go tomorrow, 
because there are other things I would be happy todo. Iam, of course, 
very intrigued and challenged by the job I am in. 

But I could not help voice this after I heard his presentation, after 
having worked and lived with him now for 2 years: that when the 
time comes for replacement, as all replacements occur in government 
and in life—we only live a certain period—this Nation is going to be 
deprived of the services of a great public official as constituted in Gen- 
eral Gray. I didn’t know him at all well when I came into this posi- 
tion, so it isn’t a question of kissing the Blarney stone or paying a 

tribute to an old friend. It is a question of conviction and of living 
with aman. Maybe earlier I may have had reasons to doubt his wis- 
dom many times, but I have served on many staffs, with three or four 
Presidents, many generals, many admirals, and I have never worked 
with a man so informed about his job as is General Gray. I have never 
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id an official in the Army or Navy who is as excellent and as complete 
in instructor as is he. 

Now, I do not want him to try to run my job, and he understands 

it. If he does, I won't be there. He understands that. But we work 
isa team. and [ have had his support. And as to this reorganization 
vhich you are going to discuss later—and I hope you will—as it per- 
tains to the medical service, the Department of Medicine and Surgery, 
1 am sure, if we had not had this relationship, the autonomy which 

is been given to the Medical Department would have never come 
ibout. It is Bare to come about, I hope, and it is coing to st renethen 
the present organization, and it is going to make a much better organi- 
ation, I feel. as far as the Department of Medicine and Surgery 1s 
concerned, and I think for the Veterans’ Administration as a whole, 
nd render a greater and better service to our clients, the veterans. 

[ could go on in a preliminary way. I do not know how much you 

ant to hear from me today. I would like to answer every question 
you propound to me. No question will embarrass me. Tf I can’t 
inswer them, I know that I do not have all the answers, and I shall 
be very frank about it. 

The Cuamman. Admiral, may I interrupt one second? Do you 
feel up to going on’ You have a perfectly horrible cold: and, if I 

ere vour doctor, I would send you to bed. 

Admiral Boonr. I have an aphonia, a hoarseness, but it is not a 
paintul one. 

Mr. Kearney. Madam Chairman, I would suggest that the commit- 
tee take a recess and adjourn until a particular day when the admiral 
vill be in better physical condition, and then we can go through this 
entire program and the status of his medical service and ¢ omplete i it at 
one hearing. 

The CnarrmMan. He says he wants to continue. 

Mr. Lone. Madam Chairman, it is not only hard on the Admiral, 
but it is hard on us, to understand what he says. 

Admiral Boonr. Well, we don’t want that, Madam Chairman. 

Mr. Secrest. I would suggest any time after the 15th you could 
range a time with the admiral when he can come up and we can 
take the whole morning, and then you can just notify the committee 
that there will be a meeting for that purpose. 

The CyHatrMan, Can the admiral be here at that time? I know he 
iakes many trips over the country. 

Admiral Boone. I am on the road 60 percent of the time, and I 
must be because, having been in battle a lot, I know that the troop 
leader must be up with the forward elements and not back in the 
dugout. 

The Cnarmman. But you could find a date for us at a later time? 
I would like to express my appreciation of what you have accom- 
plished in your term of office for the medical service of the veterans, 
and the fight that you have made to preserve that service, I know of 
the atacks that have been made upon the Veterans’ Administration, 
the efforts that have been made by other departments to take that 
service away from VA, and the desire to have practically all of the 
care done by civilian doctors and in civilian hospitals. I honor you 
for the work that you have done, and I do like to see the loyalty that 
exists between vou and General Gray and the happy working out of 
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your problems, because in Government, as we know, it is not always so. 

Admiral Boonr. I would like to refer the committee to a very excel- 
lent article I read in bed last night, by the national comm: ander of the 
American Legion, which will give you a very good background on 
this nonservice-connected situation versus service-connected. That is 
going to come up in the discussion, and I would have touched on it 
anyway, but this is actually factual. 

The Cuamman. I believe you feel that the men who fight for is 
are worth taking care of. Is that not what I have heard you say ? 

Admiral Boone. I think that governments have recognized ‘that, 
down through the ages, and I was delighted to hear General Eisen- 
hower, and I think I can quote him correctly, say, at the end of his 
speech, that care of veterans was a government’s responsibility. And 
I agree with you, Madam C hairman, that nobody would have more 
reason to be interested in the veterans than the President of the United 
States, who has sent them into battle and knows from where their 
disabilities have come. 

I am now in the position of seeing the backwash of war, I wish the 
critics would go through the hospitals with me and see what I see. 
1 don’t think there would be so much debate about some of the little 
things about service and nonservice. But 1 would like to deal with 
that at greater length, because there is so much misinformation abread, 
and some of it instigated maliciously, some of it due to the fact that 
people do not seek om source of information. And that is available. 
This Nation and this Congress need to know very, very much about 
service versus nonservice and what it is all about, and what nonservice 
implies, and this article will give you a good analysis of that. Even 
the dental situation alone is a great problem. 

But if I may say one more word, in the office of the Bureau of the 
Budget, this hangs on the wall. It is the budget “pie” of last year. 
This is not from the VA. This is from the Bureau of the Budget. 
And with all this hubbub about, “We can’t afford this great medical 
program and this hospital program; it will wreck us”—it costs less 

_than 1 cent on the dollar, the appropriated dollar. All those factors 
need to be given consideration. 

The Cuairman. We will have to educate the new Budget Director 
then. 

Admiral Boonr. And I have here a breakdown of the so-called 
nonservice-connected, which I will elaborate on, with your permission, 
at a later date. 

But you ask if these people, these men and women, do not deserve 
this. 

I think when the Nation does not recognize that they deserve it, 
idealism has left this Nation. 

The Cuairman. Then we are like the Russians, are we not? 
Although I do understand—an interesting point—that the Russians 
do take care of their disabled and they are quite advanced in some 
of their prosthetic appliances. 

Admiral Boonr. Mrs. Rogers, this is the most generous nation in 
the world in dealing with its veterans. I have been over the world 
over the past years, and I have been to Puerto Rico, where we had 
72,000 veterans there that many did not realize we had, and 50,000 
veterans in Europe, when I was over there. And we are the most 
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renerous. But I feet Un s way: That we wouldn’t have all these mag- 

t en ic : our travel facilities, ships, trains, filled with 
tr iveling peop Je. if it hadn’t been for people who went forth to protect 
; Nation and did eos it and made this wealth possible. They 


{ heir privileges. 


apacity for sacrifi e, and that they will be the first, because of their 
experiences, to give up the benefits when this Nation can’t afford 
Phey will give them up voluntarily. 

Mr. Aparr. May I, Admiral, make just one request? That when 
you are with us again you a 
of hospital cost? General Gray touched upon it, I believe. 

The reason | suggest that 1s that some of the costs as set forth 
the Booz, Allen Hamilton report seemed to be at variance with the 


ldress yourself somewhat to the question 


ul that we have had presented today. and | wish accordingly, that 
you would clarify that matter for us if you could. 
Admiral Boone. I would be very happy to. 1 would like the 


ommittee to realize that this is a tremendous subject. To do it 

stice in moments, or in an hour, is difficult, because it is the largest 
medical program in the world. Nobody has ever before conceived 
such a program. And the Nation is talking probably more about this 
than any other subject, because it is involved in taxation and all that. 
This committee should have all the facts, and I am at your service 
to give you the very best ITcan. I shall try. And if any of you have 
questions on your mind that you would like to have me develon, I 
would be very happy if you would communicate them to my office, 
and we will try to cover them and not miss any of the salient parts. 

The CuHammMan. You feel it is still somewhat a matter of educating 
the public? 

Admiral Boonr. Very definitely 

The CrHarrman. Making the public realize how important it is? 

Admiral Boone. Very definitely. 

But voit all this great seoment, these veterans, as General Gr: ay 
said, we are making better medicine for Americans, and not only for 
Americans but for the world. Our research program is away in the 
forefront. , 

The Cuamman. You are saving human life, not only veterans’ lives 
but the lives of others. 

Admiral Boonr. Correct. And if this were sacrificed. humanity 
would be the loser. 

The CuarrmMan. Thank you very much, Admiral Boone. 

And I am going to ask to have the American Le gion article inserted 
n the record. 

(The article referred to follows: ) 


Wuo Is Berne TREATED IN THE VA HospIrats? 


By Lewis K. Gough, National Commander, the American Legion 


“T am shocked and amazed * * * approximately 90 percent of 
those treated (in VA hospitals) have non-service-connected dis- 
abilities * * *. The hospitals are * * * filled * * * by veterans 
who are not rightfully entitled to this service * * *.” Statements 
rom address of Dr. R. J, Wilkinson, president of the Southern 
Medical Association, at the 1952 Miami convention of that asso- 
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ire entitled to whatever we can do for them, though they must not 


sut I feel that they have made sacrifices, have demonstrated their 
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Dr. Wilkinson is not the only one who is shocked and amazed. Lam too. Some 
would have us think that nearly every veteran in the VA hospitals is some sort 
of a bum, a free loader or a liar who is taking the taxpayers for a ride and 
cheating doctors out of fees at private-practice rates. 

That idea has been supported by wide publication of the unadorned and 
unexplained fact (and it is a fact) that the majority of the patients in the VA 
hospitals have not been admitted for service-connected disabilities 

Does this sort of reporting justify dark questions as to how most of the patients 
got into the hospitals in the first place? All legionnaires, all veterans, and all 
Americans have a right to know who is being treated in the Veterans’ Adminis 
tration hospitals, and by what right or reason they are getting this care. 

By 1950, wild tales about the status of VA patients had gotten wide circula- 
tion. That part of the true VA hospital admission figures that made the situa- 
tion seem the worst had been repeated (and exaggerated) over and over, With- 
out further facts or explanation, 

For instance, Dr. Wilkinson’s analysis of the hospitalized veterans looks 
something like this: 


SH TT 


%o Service- 90% ’'No Entitlement” 
Connected 


But in 1950, in connection with the United States census, the VA surveyed the 
status of every other VA patient—50 percent of those hospitalized. The 
covered all patients in VA beds on January 31, 1950 

The findings of this survey so completely belied the facts and implications of 
statements like those of Dr. Wilkinson that another survey was made a year 
later, on January 31,.1951. The results were substantially the same as those of 
the previous year. 

Let’s take a look at the results of the 1951 survey, it being the more recent 
It reviewed a huge cross-section of all VA patients, and no fair idea of the veter- 
ans’ hospital program can be formed by anybody who only sees a part of the 
picture. 

There were 107,226 veterans hospitalized by the VA on January 31, 1951. 

First, the survey found how many veterans had been admitted for care for 
disabilities that were rated “service-connected.” The finding was that 35.5 
percent had been, while the rest (64.5) needed some other basis for their eligibil 
ity. The eligibles and the ineligibles on the single basis of being admitted for 
service-connected disabilities are shown, percentagewise, by the black and white 
figures below : 


REET ! 


35.5% Service- | 64.5% Unaccounted for 
Connected 


survey 


Going further, the survey found other patients who had service-connect 
abilities, but who had been admitted for other medical complaints. 
to those who were admitted for service connection, brought 
service-connected disabilities to an even 50 percent of the total. 


HET 


% Rated Service- 50°% Not Rated 
Connected Service-Connected 


41 dis 
These, added 
those with official 


However, let us forget all but those who were admitted for service connection 
We have seen they numbered 35.5 percent. One will quickly see that this is the 
rock-bottom figure that can be used to suggest that most patient 


are free-londers 
who milk taxpayers and cheat doctors 
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When it arrived at this figure, the 1951 survey did not immediately shut its 
eyes and condemn all the other patients. It took a second look at the 64.5 percent 
(not 90 percent) who had been admitted for reasons rated “non-service- 
connected.” 

A number of these were hospitalized for tuberculosis and mental disturbances 
These patients, even if they are fairly well-off when taken ill, cannot begin to 
pay for their care. As a class, they are conceded to be “medically indigent.” 

Their afflictions cut off their incomes for a long time and drain away their 
resources. Remove them from the VA hospitals and they will go uncared for as 
serious public problems. Or they will enter the State hospitals which are, like 
the VA hospitals, tax-supported 

Today, the State hospitals cannot hold the VA mental and tubercular patients, 
while the municipal hospitals do not want any of them. Not only are most States 
unable to absorb the VA mental and tubercular patients, but such care as most 
States can give is vastly inferior to VA care. Some State health commissioners 
have frankly stated that, in their opinion, veterans are entitled to better care 
than they have to offer. Tragic punctuation was given this situation last 
Thanksgiving Day when the newspapers reported that 15 patients were burned 
to death in a fire in a decrepit and ancient State mental hospital building in Dr. 
Wilkinson’s home town of Huntington, W. Va. 

To kick the mental and tubercular patients out of the VA hospitals would solve 
nothing and make new social and health problems for the Nation, 

How many non-service-connected patients in the VA hospitals on January 31, 
1951 were being given care for TB or mental disturbances? The survey found 
the figure to be 37.4 percent of the total then hospitalized. 

If these, plus the 35.5 percent who were admitted for service connection, were 
eligible, then the total eligible was 72.9 percent. 


SHEET ? 


72.9% Service-Connected 27.1% 
or Mental or T.B. Unaccounted for 


Now we have 27.1 percent remaining. 

There were also some non-service-connected patients who, while not mental or 
tubercular, had long-term chronic diseases such as cancer, heart disease, arthritis, 
and similar economically disabling afflictions. 

Medical authorities who have been among the strongest critics of the VA 
hospital admission system (when they looked no farther than the service- 
connected figures) readily admit that chronic cases that need more than 90 
straight days of hospitalization are medically indigent as a class, just as the 
mental and tubercular are. The same goes for patients with the same chronic, 
disabling afflictions who do not need 90 days straight treatment, but who need 
endless repeated hospital care for shorter periods. As a group they suffer 
pauperizing illnesses if left to their own resources, (In view of the tendency of 
some VA critics to ignore the long-term patients in their attacks on the VA, 
it is interesting to note that the recent Booz-Allen Hamilton survey of VA 
hospitals reported that 46 percent of all patients had been hospitalized for 2 
years or more.) 

What did the 1951 survey find about the long-term chronic patients who were 
not service-connected, mental or TB patients? It found that they numbered 12.7 
percent of the total. (4.6 percent were in for 90 days or more, and 8.1 percent 
were “repeat chronics” with long histories of repeated admissions for chronic, 
disabling afflictions. ) 

If these too were eligible, then the total eligible was 85.6 percent. 


SHEET? 


85.6% Service-Connected or | 14.4% e 
Mental or T.B. or Chronic Unaccounted for 
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The survey of those in the VA hospitals on that day ended there. Of our 
original 10 little men, less than 14, or 14.4 percent, remain to be accounted for 

Already we are a far cry from the thought that two-thirds (or even 90 percent) 
of the veteran patients are joyriders. 

What about the 14.4 percent that were left? 

They included: 

1. Veterans who were service connected but were not rated “service connected” 
by the VA. It is not true, as is so often carelessly reported, that every veteran 
who is not rated “service connected” is being treated for disabilities that have 
no connection with war service. Those who make this interpretation of VA 
figures deceive themselves because they don’t understand the VA classification 
system. “Service connected” as it applies to patients is a technical phrase which 
means that the VA has officially ruled that the patient has a war-connected 
disability, and that he is hospitalized as a service-connected veteran 

VA has patients who are service connected, but are not so rated because an 
official determination has not yet been made. As many as 4 percent of all 
veterans in VA hospitals in some months have been rated “non-Service-connected” 
in the monthly report, only to be rated “service connected” later 

VA has other patients who are service connected, but who are hospitalized 
on some other basis than that of a “service-connected veteran,” such as by 
arrangement with the Armed Forces. Where this is true, they are not listed as 
service-connected veterans. We now have Korean combat casualties in VA 
hospitals who are not rated service connected, but who are supposed to “have 
no rightful entitlement to this service,” by critics who do not, or pretend not to, 
understand what “service connected” means. 

2. The 144 percent also included veterans who had been ordered into the 
hospitals by the VA, so that VA could make its own check of medical evidence 
that the veteran had offered in support of a claim. 

3. The 14.4 percent included persons who were not even veterans, but who had 
heen admitted because the VA offered the nearest or the only medical care in 
a life-or-death crisis, 

4. The 14.4 percent included veterans who had been admitted for one-shot, 
short-term care solely on the basis of their oath that they could not afford the 
care they needed. These have been estimated at 8 percent of the VA’s yearly 
patient load by a former severe critic of the system. 

Several leading physicians and municipal hospital experts, who once thought 
there was no sound basis for the admission of 70 percent of the VA patients, 
recently made a more thorough study. They then announced that they didn’t 
know how big the group of patients was that they would challenge, but said it 
was so small it “wasn’t worth fighting about.” 

Of course, any real abuse of the veterans hospitals is worth fighting about, 
just as the frequent abuse of those who are justly hospitalized is worth fighting 
about. 

To be hospitalized for any non-service-connected disability, a veteran must sign 
a form P10, which includes an affidavit that he cannot afford to pay for the 
treatment for which he applies. This makes him eligible if facilities are 
available. 

The abusive attacks that discredit all the non-service-connected, assume that 
they all lie when they say they cannot pay for their care on their P10 forms. 
All? The tubercular, the mental, the chronics—who make up the bulk of the 
non-service-connected—sign the P10. 

Is the form P10 being abused? If so, to what extent? Actually, nobody 
knows, though we do know the figure is small. If reforms are in order, they 
must be based on knowledge of abuse, and on methods of correction that do 
not hurt others. This year the P10 has been tightened to the extent of empha- 
sizing, at the signature line, the penalties for false oath. 

Actually, the real figures should be most reassuring to the critics, for what 
they reveal about general admission practices of the VA. Although any veteran 
who will sign a P10 becomes eligible for hospital space if he needs the care and 
if the space is available, the figures show that the VA is pretty tough about 
who gets the available space. 

All but about 8 percent who are hospitalized are service connected, mental, 
TB, chronic, ordered in, public emergencies, or only technically non-service- 
connected. 

The critics who blast away indiscriminately at all the non-service-connected 
have a job to do if they are to turn honest. They must subtract from the ap 
proximately 8 percent remaining all those who told the truth on their P10’s, and 
level their charges at a proved remainder 
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The VA and the Legion have repeatedly offered to join forces with critics who 


would give facts on abuses that would stand examination. At the Legion’s 
vitation, an informal joint committee of the Legion, the American Medical 
Association and the VA (open also to representatives of other veteran and medical 


groups ) eld an initial meeting last spring in Washington to study alleged 


At that meeting, misrepresentation of the actual facts loomed as the biggest 
hurdle to clear. The chief problems that emerged were (1) lack of real evidence 
to back up claims of widespread abuses and (2) the barrage of untrue charges 
whose investigation constantly wastes the time and energy of those interested in 
good VA administration. 

Such meetings hold promise. Our national Legion rehabilitation staff reports 
that follow-up talks with national medical and hospital leaders reveal a 
growing understanding of the facts of veterans’ medicine. 

Many leading medical authorities who have now really studied the problems are 
coming to agree that the present national goal of about 131,000 VA beds is 
realistic. This is a position they violently opposed not long ago, for want of 
proper information. 

The difficulty of better understanding all around arises from the large number 
of willing critics who sound off publicly on the strength of very skimpy knowledge 

Dr. Wilkinson’s is just the most recent of a steady stream of nonfactual attacks 
on care for the disabled veterans that have been aired in public ever since the 
close of World War II, when many were unwilling to face up to the big postwar 
obligation to veterans that a big war makes. 

Harper’s magazine in February 1948 published an article by a Dr. Frederic W. 
Taylor that attacked veterans’ medicine on the basis that SO percent of the vet 
erans hospitalized have illnesses not remotely connected with war service. 
Dr. Taylor “demonstrated” what the non-service-connected patients are like by 
citing six anonymous case histories that were all unsavory or dubious. Although 
the Harper’s article gave all its attention to non-service-connected ¢: it did 
not so much as mention the tuberculosis, mental, and chronic cases who make up 
the vast bulk of the non-service-connected patients. Intelligent literature? 

In 1949 the Hoover Commission gave Congress a report on Government medical 
affairs. The opening page of the official report told Congress that the Govern- 
ment is trying to give medical care to all 18% million living veterans. 

No such principle, or fact, of care for all veterans has ever existed in this 
country VA hopsitals are geared to accommodate seven one-thousandths of 
the veteran population. Those whom we saw in our 1951 survey, who were 
admitted on the basis of their P10 without long-term diseases or service-con- 
nection, numbered forty-six one-hundred-thousandths of the veteran population, 

Although the Hoover Commission has disbanded, its statements live on and 
continue to be aired with raised eyebrows by the uninformed. As recently as 
September 1952, Medical Economics magazine ran a cartoon against Government 
medicine that contained the Hoover Commission “information.” This commer- 
cial medical magazine’s cartoon showed a billboard, whose lettering included 
“free medical care available indiscriminately to 18% million veterans’’—a totally 
untrue statement without any basis in fact at all, but published to the medical 
profession nonetheless. 

The average veteran reader of these words has never had VA care, has never 
been in a position where he could get it, and pays his own doctor bills. He knows 
that VA care is so unavailable that it is highly selective. He is quite happy to 
have escaped war disability and to remain healthy enough and well enough off 
so that the VA wouldn’t have him. He is also happy to know that if health 
and prosperity both desert him he will have a chance for decent care from the 
Government that he served in war. 

The New York Times reported on May 21, 1952, that the 1,200 delegates to 
the convention of the Medical Society of New Jersey had passed a resolution 
urging VA care for the service-connected only and had protested a VA policy per- 
mitting medical care by the VA of “the entire family and other relatives of 
veterans.” 

The VA has no policy, and never has had a policy, and is not ever apt to have 
a policy permitting such care for the families of veterans and does not admit 
veterans’ families for care in VA hospitals. 








VETERANS’ ADMINISTRATION ORGANIZATION AND FUNCTIONS 35 


Meanwhile, as it proposed to limit VA care to the service-connected, the 
New Jersey Medical Society made no suggestion as to what to do with the TB, 
Inental, and long-term chronic patients whom it recommended be eliminated 
from VA care New Jersey’s State hospitals could not begin to take care of 
New Jersey’s share of them. 

In a 1952 resolution against compulsory health insurance and socialized medi- 
cine in general, the Daughters of the American Revolution included a “whereas” 
that said * , approximately 85 percent of patients treated in Veterans’ Ad- 
ministration hospitals are non-service-connected disabilities.” 

Not only was it about 20 percent too high in its figure, but the DAR clearly 
had no idea of the meaning of the non-service-connected care. Furthermore, 
veteran care is no new “socialism.” The principle of Government debt to the 
veteran is older than this Nation, and was first laid down for the United States 
by George Washington, in the name of the soldiers of the American Revolution. 
On leaving command of his Army, General Washington wrote the governor of 
each State, asking: “Where is the man to be found who wishes to remain in 
debted for the defense of his own person and property to the * bravery 
and blood of others, without making one generous effort to repay the debt of 
honor and gratitude?” 

rhe policy was reaffirmed by Lincoln, heodore Roosevelt and many others 
The precise modern policy for the medical care of veterans was established under 
Calvin Coolidge in 1924 it was re-examined and reaffirmed for present day 
veterans by Congress during World War If, and doesn’t belong in a resolution 
against socialized medicine. 

It is easy to see that the bulk of the attacks on veterans care in the last 7 
years have calculated origins, and have been echoed by others who have never 
taken the trouble to study the matters on which they make public statements 

except, it seems, to read one another’s statements 
Sheer carelessness in public pronouncements relating to veterans is com 
monplace. For instance, the New Jersey medical convention which we cited 
above also “warned” that if universal military training were to become law, 
practically everybody in the country would be eligible for Government medical 
care! How could the society arrive at this conclusion? Not by studying any 
thing. First, they would have to assume that all UMT trainees would gain the 
status and rights of veterans. Second, they would have to assume (as we have 
seen they did erroneously assume) that the families of veterans are entitled 
to the Same care as veterans. They were totally wrong on the last proposition 
How about the first? 

Had the society’s officers so much as taken the pains to read the UMT bill then 
before Congress, they would have seen that it provided that nobody would become 
eligible for any veterans medical benefits by virtue of becoming a UMT trainee, 
or any other veterans benefits not specifically written into the UMT bill. The 
precaution of reading what they were “resolving” about would have spared the 
society a foolish resolution. It would have spared those who read the resolu- 
tion in the papers from believing a series of untruths. 

Perhaps the reader will groan, along with the Legion’s Rehabilitation Director, 
T. O. Kraabel, who, on reading the actions of the Medical Society of New Jersey, 
said they were very “disheartening.” ‘hat’s putting it mildly. 

The Cnairman. I think, members of the committee, we have had 
a very interesting morning; I know I have. 

We have a very fine committee, General Gray and Admiral Boone. 

General Gray. You always have had, Madam Chairman. 

The Cruarrman. We are adjourning until the 10th, for those that 
are here. 

Then we will set another date. 

The committee stands adjourned. 

(Whereupon, at 12:17 p. m., an adjournment was taken until Tues 
day, February 10, 1953.) 





36 VETERANS’ ADMINISTRATION ORGANIZATION AND FUNCTIONS 


(The letter from the Administrator of Veterans’ Affairs pertaining 
to direct loans is as follows:) 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D. C., February 6, 1953 
Hon. Epirn Nourse ROocGers, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washinaton, D. C. 

DEAR Mrs. Rogers: When I appeared before your committee on February 4, 
1953, there was some discussion, among many things, of the Veterans’ Adminis- 
tration’s direct-loan program. In reviewing the transcript of my testimony, 
including answers to questions presented by Congressmen Adair, Ayres, Secrest, 
and Cretella, I find that there is the possibility of misunderstanding as to just 
what the situation is with respect to the limitation on funds available and the 
distribution of such funds among our various regional offices. 

This results from the fact that, in discussing the adequacy of funds for carry- 
ing out this program, it was not pointed out with sufficient clarity that what 
was meant was the adequacy of funds within the limitations set by statute. 

Public Law 475, Eighty-first Congress, made available $150 million to the 
Veterans’ Administration for direct loans to veterans for the purchase or con- 
struction of homes if the Administrator has found that in the area in which 
the home is located private capital is not available at 4-percent interest. Such 
direct loans bear interest at the rate of 4 percent per annum. The authority 
to make loans under this act expired on June 30, 1951. However, Public Law 
139, Eighty-second Congress, extended the expiration date to June 30, 1953, and 
authorized the Veterans’ Administration to sell these loans and establish a 
revolving fund. Public Law 325, Eighty-second Congress, augmented this fund 
by providing a maximum appropriation of $25 million for each quarter annual 
period beginning with the quarter prior to July 1, 1952, and for the four quarter 
annual periods ending June 30, 1953. 

Upon the basis of such authorization, it has been possible to allocate, for 
example, $26.9 million to our regional offices for the quarter beginning January 1, 
1953. The allocations to the various offices within the limited amount available 
under the statute are prorated generally upon the basis of the percentage of 
eligible veterans residing in the respective areas, served by such regional offices. 
However, before the allocations were made for the quarter beginning January 1, 
1953, a review was made of the utilization of direct-loan funds and allotments 
to a few offices were reduced or withheld entirely upon the basis of reports 
indicating their proportionate share would not be needed. 

As to the Cincinnati, Ohio, regional office about which the discussion cen- 
tered, I find that, due to procedures discussed in the preceding paragraph, that 
office received $678,000, which was slightly in excess of what its share would 
have been on a strict pro rata basis. As of January 15, 1953, $480,000 of this 
total was not obligated, but 626 veterans were on a waiting list for direct loans. 
Such lists are compiled in order to equitably establish priority. The average 
direct loan has been approximately $6,850; so, it will be seen that money was 
available in Cincinnati on January 15, 1953, for about 70 loans. 

On December 31, 1952, there were 26,314 veterans on the active waiting list 
throughout the United States and in addition there were 771 cases pending 
review. With an average-size loan of $6,850, a total of $185 million would be 
required to satisfy that demand. The total amount available between Janu- 
ary 1, 1953, and the expiration date of June 30, 1953, will be approximately 
S54 million. The chart headed “Status of Direct Loan Program” shows the 
over-all status of the direct-loan program and in the lower left-hand corner 
refers to the waiting list mentioned above. 

It is suggested that this letter be inserted in the hearing of February 4, 1953. 

Sincerely yours, 
CARL R. GRay, Jr., 
Administrator. 
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Estimated | Authorized | Veterans Estimated Authorized | Veterans 
Veteran Standard Per Veteran Standard 
Population Beds Bed Population Beds 
Alabama 98, 000 2,723 313, 000 
| Arizona 29, 000 955 71,000 
| Arkansas 74, 000 1,618 188, 000 
California 526, 000 4, 767 1, 346, 000 
Colorado 63, 000 879 161,000 
Connecticut 96,000 335 287, 000 
Delaware 12,000 -- 38, 000 
District of Columbia 53, 000 327 137, 000 
Florida 110,000 863 300, 000 
Georgia 112,000 1,542 341,000 
Idaho 28, 000 203 68, 000 
Dlinois 432,000 6,018 1,213, 000 
Indiana 168, 000 2,066 460, 000 
lowa 135, 000 2,024 363, 000 
Kansas 93,000 2,316 241,000 
Kentucky 111,000 1,118 320, 000 
Louisiana 101,000 739 302, 000 
Maine 42,000 1,102 111,000 
Maryland 90, 000 1,811 263, 000 
Massachusetts 237, 000 3, 207 674, 000 
Michigan 279, 000 1,933 788, 000 
Minnesota 150, 000 2,053 382,000 
Mississippi 73,000 983 225, 000 
Missouri 192, 000 871 484, 000 
Montana 32, 000 348 78,000 
Nebraska 61,000 280 158, 000 
Nevada 9, 000 24 21,000 
New Hampshire 26, 000 -- 69, 000 
New Jersey 234, 000 1, 856 684, 000 
New Mexico 23, 000 564 65, 000 
New York 699, 000 7,294 2,047,000 
North Carolina 126,000 1,534 406, 000 
North Dakota 23, 000 159 64, 000 
Ohio 346, 000 2,901 983, 000 
Oklahoma 113, 000 418 297, 000 
Oregon 81,000 982 192, 000 
Pennsylvania 470, 000 2,376 1, 426, 000 
Rhode Island 38,000 oe 120,000 
South Carolina 66, 000 606 201, 000 
Seuth Dakota 30,000 992 73, 000 
Tennessee 119, 000 1,772 361,000 
Texas 304, 000 2,449 896, 000 
Utuh 27,000 158 83, 000 
Vermont 16,000 188 41,000 
Virginia 119,000 1,837 357, 000 
Washington 119, 000 1,097 287, 000 
West Virginia 78, 000 266 240, 000 
Wisconsin 157, 000 1,911 403,000 
Wyoming 19, 000 745 40, 000 
a/ Includes 8,030 beds in semipermanent hospitals for which no replacements are now authorized. 


b’ Funds author:zed for site only for 1,000 bed hosp:tal at Topeka, Kansas. 
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